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CONTACT PERSON: __ Eduard Boogaard
TELEPHONE NO.: (916) 334-0810

Your complete annual report must consist of 2 copies of all of the following;
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This cover sheet.
Annual Provider Fee in the amount of: $§ 15.671.00
Certification by the provider’s chief executive officer that:
© The reports are correct to the best of his/her knowledge.
o Each continuing care contract form in use or offered to new residents
has been approved by the Department.
o The provider is maintaining the required liquid reserve and refund
reserve , if applicable.
Evidence of the provider’s fidelity bond.
The provider’s audited financial statements, with an accompanying certified
public accountant’s opinion thereon.
The provider’s audited reserve reports (prepared on Department forms),
with an accompanying certified public accountant’s opinion thereon.
The provider’s “Continuing Care Retirement Community Disclosure
Statement” for each community.
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CONTINAJJNG CARE
CERTIFICATION BY CHIEF EXECUTIVE e

® Asofthe date of my certification, the provider is maintaining the

required liquid reserve and, if applicable, the required refund reserve,

Dated: “ ( /8' 2 0/(7/

7553%/\/\/\
-

Todd Murch, Chief Executive Officer
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ALLIED WORLD ASSURANCE COMPANY (U%ZZQ 2014
(A member company of Allied World Assurance Company@]djpg;@mt.)
225 Franklin Street, Boston, MA 02110 - Tel. 857 288—60000%‘3/(619?55&8060

FORCEFIELD™M
CRIME INSURANCE POLICY
POLICY NUMBER: [ 03072195 ] RENEWAL OF: [ 03072195 ]

PLEASE READ THE ENTIRE POLICY CAREFULLY AND DISCUSS THE COVERAGE HEREUNDER WITH
YOUR INSURANCE BROKER.

DECLARATIONS

ITEM1. NAMED INSURED: Eskaton

ADDRESS: 5105 Manzanita Avenue
Carmichael, CA 95608

ITEM2. POLICY PERIOD: Inception Date: January 1, 2013 Expiration Date: January 1, 2014
(12:01 am. Standard Time at the address stated in Item 3]

ITEM 3.A. LIMITS OF LIABILITY AND DEDUCTIBLES

i Limit of Liability Deductible,
Tusuring Agreement for a Single Loss | each Single Loss

Insuring Agreement A

“Employee Theft” Coverage $2,000,000 $25,000
Insuring Agreement B

“Forgery or Alteration” Coverage $2,000,000 $25,000
Insuring Agreement C

“Inside the Premises” Coverage $2,000,000 $25,000
Insuring Agreement D

“In Transit” Coverage $2,000,000 $25,000
Insuring Agreement E

“Computer Fraud” Coverage $2.000,000 $25,000
Insuring Agreement F

“Funds Transfer Fraud” Coverage $2,000,000 $25,000
Insuring Agreement G

“Money Orders and Counterfeit Currency Fraud” $2,000,000 $25,000
Coverage

Insuring Agreement H

“Credit Card Fraud ” Coverage $2,000,000 $25,000

CE 00003 00 (03/10) Page 1 of 2
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ITEM 3.B. SUBLIMITS OF LIABILITY

Coverage Sublimit of Liability
Restoration Expenses $100,000
Authenticatior Expenses $100,000

ITEM 3.C. AGGREGATE LIMIT OF LIABILITY

i : DS R OIS I
Y E” 5).?5'2:‘ L’.’Jl‘_'\-’ R ke
$100,000 5 |b git geepmeted |

This Aggregate Limit of Liability set forth above is the maximum Limi of Liability of the Insurer Jor all loss for which

coverage is provided under this policy,

ITEM 4. ADDRESS OF INSURER FOR NOTICES UNDER THIS POLICY

A. Claim-Related Notices:

ALLIED WORLD ASSURANCE COMPANY (U.S.) INC.

ATTN: CLAIMS DEPARTMENT

9 FARM SPRINGS ROAD
FARMINGTON, CT 06032

or
AWACUS.FinancialClaims@awac.com

B. All Other Notices:

ALLIED WORLD ASSURANCE COMPANY (U.S.) INC.
ATTN: PROFESSIONAL LIABILITY UNDERWRITING

199 WATER STREET
NEW YORK, NY 10038

ITEMS. PREMIUM

$13,201 —’

In Witness Whereof, the Insurer has caused this Policy to be executed and attested. This Policy shall not be
valid unless countersigned by a duly authorized representative of the Insarer.

i
President Secretary
ff%i’df?-"z}*’/’?:ﬁ* .
e -
AUTHORIZED REPRESENTATIVE
CE 00003 00 (03/10) Page 2 of 2
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ENDORSEMENT NO., 1

CALIFORNIA AMENDATORY ENDORSEMENT

This Endorsement, effective at 12:01 a.m. on January 1, 2013, forms part of
Policy No. 0307-2195
Issued to Eskaton
Issued by Allied World Assurance Company (U.S.) Inc.

This endorsement modifies insurance coverage provided under the CRIME POLICY.

A. It is understood and agreed that Clause XXIV. CANCELLATION AND TERMINATION is deleted
in its entirety and replaced by the following:

XXIV. CANCELLATION AND TERMINATION

A. The Named Insured may cancel:
M this Policy;
@) a specific Insuring Agreement under this Policy; or
3) coverage for an Insured;
by mailing or delivering written notice of cancellation to the Insurer.

B. The Insarer may cancel:
) this Policy;
(2) a specific Insuring Agreement under this Policy; or
3) coverage for an Insured;
by mailing or delivering to the Named Insured written notice of cancellation at least
thirty (30) days before the effective date of cancellation, if the Insurer cancels for
nonpayment of premium; or sixty (60) days before the effective date of cancellation

if the Insurer cancels for any other reason.

The Insurer will mail or deliver the Insurer’s notice to the Named Insured and to
the producer of record at their last known mailing addresses. Notice of cancellation

Policy, the refund will be the pro-rata amount of the annualized premium. If notice is
mailed, proof of mailing will be sufficient proof of notice.

Page 1 of 2
CE 00010 04 (01/10)
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C. This Policy terminates:
) in its entirety, immediately upon expiration of the Policy Period;

) in its entirety, immediately upon exhaustion of the Policy Aggregate Limit of
Liability, if applicable; provided, that no Policy termination under this
Condition shall be effective with respect to a Spensored Plan covered under
Insuring Agreement A. 2);

in its entirety immediately upon the voluntary liquidation or dissolution of
the Named Insured; provided, that no Policy termination under this
Condition shall be effective with respect to any Sponsored Plan covered
under Insuring Agreement A. (2); or

3)

€)) as to any Subsidiary, immediately upon a change in the Management
Control of such Subsidiary.

B. Itis understood and agreed that the following Clauses are added to the Policy:

NONRENEWAL

BANKRUPTCY

The bankruptcy or insolvency of the Insured will not relieve the Insurer from liability under
this Policy.

All other terms, conditions and limitations of this Policy shall remain unchanged.

AP T
ST

Authorized Representative

Page 2 of 2
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ENDORSEMENT NO. 2

AMEND CANCELLATION AND TERMINATION PROVISION
CORRECT PARAGRAPH REFERENCE

This Endorsement, effective at 12:01 a.m. on J: anuary 1, 2013, forms part of

Policy No. 0307-2195
Issued to Eskaton
Issued by Allied World Assurance Company (U.S.) Inc.

In consideration of the premium charged, it is hereby agreed that:

Section XXTV. CANCELLATION AND TERMINATION, Subsection C. is deleted in its entirety and
replaced with the following:

C.

This Coverage Section terminates:

(1
@

3

“)

in its entirety, immediately upon expiration of the Policy Period;

in its entirety, immediately upon exhaustion of the Policy Aggregate Limit of Liability, if
applicable; provided, that no Coverage Section termination under this Condition shall be
effective with respect to a Sponsored Plan covered under Insuring Agreement A(3);

in its entirety immediately upon the voluntary liquidation or dissolution of the Named
Insured; provided, that no Coverage Section termination under this Condition shall be
effective with respect to any Sponsored Plan covered under Insuring Agreement A(3); or
as to any Subsidiary, immediately upon a change in the Management Control of such

Subsidiary.

This endorsement should be read together with any existing State Amendatory terms which also amends
the cancellation provision referenced above such that the paragraph reference corrected in this
endorsement is effective.

All other terms, conditions and limitations of this Policy shall remain unchanged.

P e e

7

Authorized Representative

Page 1 of 1
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ENDORSEMENT NO. 3

AMEND DECLARATIONS PAGE —
DELETE AND REPLACE ITEM

This Endotsement, effective at 12:01 a.m. on January 1, 2013, forms part of

Policy No. 0307-2195
Issued to Eskaton

Issued by Allied World Assurance Company (U.S.) Inc.

In consideration of the premium charged, in connection with all purchased Coverage Sections(s), it is
hereby agreed that:

Item 1 of the Declarations is deleted in its entirety and replaced with the following:

ITEM 3.C. Aggregate Limit of Liability

N/A

This aggregate Limit of Liability set forth above is the maximum Limi

t of Liability of the Insurer
for all loss for which coverage is provided under this policy

All other terms, conditions and limitations of this Policy shall remain unchanged.

/n A3 'I*P..l /

Authorized Representative

ESK Manu-A
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ALLIED WORLD ASSURANCE COMPANY (U.S.) INC.

FORCEFIELD™
Crime Policy

shall be deemed to be attached to, incorporated into, and made part of this Policy, and subject to
the Declarations and this Policy, the Named Insured, on behalf of all Insureds, and ALLIED
WORLD ASSURANCE COMPANY (U.S.) INC. (“the Insurer”) agree as follows:

L INSURING AGREEMENTS

A EMPLOYEE AND FIDUCIARY THEFT OR F ORGERY COVERAGE

O Employee Theft of Company Property

The Imsurer shall reimburse the Insured, subject to the Limit of
Liability set forth in ftem 3.A. of the Declarations, for loss of, or for loss
from damage to, Money, Securities and Property, resulting directly
from Theft or Forgery committed by an Employee, whether identified
Or not, acting alone or in collusion with other persons.

2 Employee Theft of Client Property

The Imsurer shall reimburse the Insured, subject to the Limit of
Liability set forth in Item 3.A. ofthe Declarations, for loss of, or for losg
from damage to, Money, Securities and Property sustained by an
Insured’s Client, resulting directly from Theft or Forgery committed
by an identified Employee.

(3)  Fiduciary Theft of Plan Property

Liability set forth in Ftem 3.A. of the Declarations, for loss of, or for loss
from damage to, Money, Securities and Property that belongs to a
Sponsored Plan, resulting directly from Theft or Forgery committed by
a Fiduciary, whether identified or not, acting alone or in collusion with
other persons.

B. FORGERY OR ALTERATION

) The Imsurer shall reimburse the Insured, subject to the Limit of

CE 00006 00 (01/10) Page 1 of 22
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)] actual destruction or disappearance of Money or Securities;
while In Transit, or while temporarily within the home of an Employee.

2) The Insurer shall reimburse the Insured, subject to the Limit of
Liability set forth in Item 3.A. of the Declarations, for loss resulting
directly from:

(a) damage to Property by Robbery while In Transit; or

(1)} loss by the unlawful taking of Property temporarily within the
home of an Employee or a partner of the Insured;

committed by a Third Party.
E. COMPUTER FRAUD

The Insurer shall reimburse the Insured, subject to the Limit of Liability set
forth in Item 3.A. of the Declarations, for an Insured’s loss of, or an Imsured’s
loss from damage to, Money, Securities or Property, resulting directly from
Computer Fraud committed by a Third Party.

F. FUNDS TRANSFER FRAUD COVERAGE

The Insurer shall reimburse the Imsured, subject to the Limit of Liability set
forth in Item 3.A. of the Declarations, for loss of Money and Securities
contained in an Insured’s Transfer Account on deposit at a financial institution
resulting directly from Funds Transfer Fraud committed by a Third Party.

G. MONEY ORDERS AND COUNTERFEIT CURRENCY FRAUD COVERAGE

The Insurer shail reimburse the Insured, subject to the Sublimit of Liability set
forth in Item 3.A. of the Declarations, for loss sustained by an Insured resulting
directly from Momey Orders and Connterfeit Currency Fraud committed bya
Third Party.

H. CREDIT CARD FRAUD COVERAGE

The Insurer shall reimburse the Insured, subject to the Limit of Liability set
forth in Item 3.A. of the Declarations, for loss sustained by an Insared resulting
directly from Credit Card Fraud committed by a Third Party.

1A RESTORATION EXPENSES

The Insurer shall reimburse the Insured, subject to the Sublimit of Liability set forth in
Item 3.B. of the Declarations, for Restoration Expenses that an Insured incurs fo
Restore its Computer System if damaged or destroyed by a Computer Violation. Such
damage or destruction must be Discovered during the Policy Period and resulting
directly from a Computer Violation which occurs as part of a Single Loss which is
otherwise covered under Insuring Agreements A. or E. of this Policy.

CE 00006 00 (01/10) Page 3 of 22
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Reimbursement of Restoration Expenses will be made to the Insured once all processes
have been completed to Restore the Insured’s Computer System, and the Insured has
provided the Imsurer, in writing, of a description and accounting of all Restoration
Expenses, together with such detail as the Insurer may require.

AUTHENTICATION EXPENSES

The Insurer shall reimburse the Insured, subject to the Sublimit of Liability set forth in
Item 3.B. of the Declarations, for Authentication Expenses. The amount of covered loss
must exceed the Single Loss Deductible amount for the Insuring Agreement that is the
subject of the claim under this Policy, in order for Authentication Expenses to be
subject to reimbursement.

Authentication Expenses which are reimbursable under this Policy are part of and not in
addition to the Single Loss Limit of Liability for the Insuring Agreement that is the
subject of the claim,

Authentication Expenses are payable to the Insured at the same time as the payment of
the valid and collectible loss under the Insuring Agreement that is the subject of the
claim.

DEFINITIONS

A. “Authentication Expenses” means reasonable fees, costs and expenses incurred
and paid by the Insured to retain outside accountants, attorneys, consultants or
experts, retained by the Insared to establish the existence and amount of covered
loss under any Insuring Agreement of this Policy. Authentication Expenses
shall not include the Insured’s internal fees, costs (direct or indirect), obligations
or any Employee’s wages, salaries or benefits.

B. “Banking Premises” means the interior portion of a building occupied by, or the
night depository chute or safe maintained by any bank, trust company or similar
depository institution.

C. “Client” means a customer of an Insured to whom an Insured provides goods

or services under a written contract or for a fee.

D. “Computer Fraud” means the use of any computer to fraudulently cause a
transfer of Money, Securities or Property, from inside the Premises or
Banking Premises:

(1) 10 a person (other than a Messenger) outside the Premises or Banking
Premises; or

) to a place outside the Premises or Banking Premises.

E. “Computer Program” means a set of related electronic instructions which direct
the operations and functions of a Computer System, which enables the
Computer System to receive, process, store, retrieve, send, create or otherwise
act upon Electronic Data.

CE 00006 00 (01/10) Page 4 of 22
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F. “Computer System” means a computer, including all input, output, processing,
storage and communication equipment which is connected to such computer, and
which the operating system or application software used by the Insured are
under the direct operational contro] of the Insured. Off-line libraries are deemed
to be part of such Computer System.

G. “Computer Violation” means an unauthorized:
¢ entry into or deletion of Electronic Data from a Computer System;

4] change to data elements or program logic of a Computer System, which
is kept in machine readable format; or

3) ntroduction of instructions, programmatic or otherwise, which propagate
themselves through a Computer System:

by a natural person and directed against an Insured, designed to damage or
destroy 2 Computer System.

H. “Counterfeit” means an imitation of Money that is intended to deceive and to be
taken as genuine.

L “Credit Card Fraud” means the Forgery or alteration of, on or in, any written

issued by any Insared.

" “Data” means facts or information contained in records, accounts, microfilms,
tapes or other records, whether or not contained in a Compuater System.

L. “Electronic Data” means facts or information converted to a form:
)] usable in 2 Computer System;

2) which does not provide instructions or directions to a Computer

System; and
3) which is stored on electronic processing media for use by a Computer
Program.
CE 00006 00 (01/10) Page 5 of 22
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“Employee” means any:

) natural person regularly performing services for an Insured in the
ordinary course of such Insured's business, who is compensated by the
Insured directly by salary, wages or commissions, and whose
performance is controlled and directed by such Insured, including any
part-time, seasonal, leased and temporary employee, or volunteer; or

2) Executive, while performing acts within the scope of the usual duties of
an employee of the Insared.

An Employee shall not include an independent contractor.

“Executive” means any natural person who is a duly elected or appointed
director, officer, general counsel, risk manager, partner, general partner, owner
(in the case of a sole proprietorship), member of the board of managers or a
management committee member of the Insured; or any natural person holding a
functionally equivalent position in any Insured chartered in any other
Jurisdiction anywhere in the world.

Executive shall also include any Employee designated to represent the Insured
in obtaining or maintaining insurance coverage.

“Fiduciary” means any natural person who is a trustes, an officer, or an
administrator of any Sponsored Plan; and any other natural person, including an
Employee who is authorized to handle Money, Securities or Property that
belongs to a Sponsored Plan.

“Financial Instrument” means checks, drafis or similar written promises, orders
or directions to pay a sum certain in Money, that are made, drawn by or drawn
upon an Insured or by anyone acting as an Insured's agent, or that are purported
to have been so made or drawn.

“Forgery” means the signing of the name of another natural person with the
intent to deceive, but does not mean a signature that includes one's own name,
with or without authority, in any capacity for any purpose. Mechanically or
electronically produced or reproduced signatures shall be treated as hand-written
signatures.

“Funds Transfer Fraud” means frandulent written, electronic, telegraphic,
cable, teletype or telephone instructions issued to a financial institution directing
such instifution to transfer, pay or deliver Money or Securities from any account
maintained by the Insured at such institution, without the Insured's knowledge
or consent. Funds Transfer Fraud shall not include a Forgery.

“Insured” means:
)] the Named Insured;

2) any Subsidiary of the Named Insured; and

CE 00006 00 (01/10) Page 6 of 22
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BB.

CC.

DD.

3) solely as it pertains to Insuring Agreement A., a Sponsored Plan.

“In Transit” means being conveyed outside the Premises, from one person or
place to another, by the Insured within the custody of an Employee or a partner
of the Insured, or a person authorized by the Insured to have custody of Money,
Securities or Property. In Transit ends immediately upon delivery to the
designated recipient or its agent.

“Management Control” means any person, entity or affiliated group of persons
or entities with the right to owning interests representing more than fifty percent
(50%) of the voting, appointment or designation power for the selection of a
majority of: the Board of Directors of a corporation; the Management Committee
members of a joint venture; or the members of the Management Board of a
limited liability company.

“Messenger” means any Executive, or relative thereof, or any Employee, duly
authorized, while having care and custody of covered property outside the
Premises.

“Money” means currency, coins, bank notes and bullion.

“Money Orders and Counterfeit Currency Fraud” means the good faith
acceptance:

)] in exchange for merchandise, Money or services, of any post office or
express money order, issued or purporting to have been issued by any
post office or express Insured, if such money order is not paid upon
presentation; or

2) in the regular course of business, of Connterfeit United States of
America or Canadian paper currency.

“Named Insured” means the entity named in Item 1. of the Declarations.

“Policy Period” means the period from the Inception Date shown in ftem 2. of
the Declarations to the earlier of the Expiration Date shown in Item 2. of the
Declarations or the effective date of cancellation of this Policy.

“Premises” means the interior portion of a building which is occupied by the
Insured in conducting its business.

“Property” means tangible property, other than Money or Securities, that has
infrinsic value.

“Restore” means to complete the restoration or reproduction of Computer
Programs and Electronic Data within the Tnsured’s Computer System, to
bring such Computer System back to the ievel of operational capability that
existed immediately preceding a Computer Violation.

“Restoration Expenses” means reasonable costs incurred by an Insured to
Restore its Computer System.

CE 00006 00 (01/10) Page 7 of 22
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EE.

Restoration Expenses do not include:

¢} the Insured’s internal corporate costs and expenses, including Employee
remuneration, and any costs related to any legal action;

@ expenses incurred as a result of the reconstruction of Computer
Programs and Electronic Data recorded on media, including but not
limited to magnetic or optical media, if there are no analyses files,
specifications or backups of Computer Programs or Electronic Data
held outside the Premises;

(3) expenses incurred as a result of the reconstruction of Computer
Programs and Electronic Data, if an Insured knowingly used illegal

copies of programs;

4 expenses incurred to render the Compater Programs and Electronic
Data usable by replacement processing equipment;

(5) expenses incurred to design, update or improve Computer Programs or
Electronic Data or to perfect their operation or performance;

(6) expenses incurred as a result of an alteration in Computer Programs
and Electromic Data held on magnetic media due to the effect of
magnetic fields, incorrect usage of the Computer Programs and
Electronic Data, or the obsolescence of the Computer System;

@) lost revenue, sales, interest, income or profits; or
¥ expenses incurred by any Client.

Restoration Expenses from a Single Loss shall include those Restoration
Expenses incurred by an Insured between the time an Imsured initially
Discovers the damage or destruction and the time the Insured’s Computer
System is Restored. Recurrence of the same or a similar Computer Violation
after an Insured’s Computer System has been fully Restored, shall constitute a
separate Single Loss.

Reimbursement of Restoration Expenses applies only:

() with respect to Computer Programs and Electronic Data which an
Insured owns or for which an Insured is legally liable; and

@) if an Insured is umable to reproduce such Computer Programs or
Electronic Data, either from back-up data copies or from some other
form of back-up technology.

“Robbery” means the unlawful taking of Money, Securities or Property from
the custody of an Employee, or other person (except a person acting as a
watchman, porter or Janitor) authorized by the Insured to have custody of such
Money, Securities or Property, by violence or threat of violence, committed in
the presence and cognizance of such person.

CE 00006 00 (01/10) Page 8 of 22
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FF.

IL

safe located within the Premises,

“Securities” means negotiable and non-negotiable instruments representing
either Money or Property.

“Single Loss” means:

¢)) with respect to Insuring Agreement A., all loss resulting from;
(@) an individual act;
(b) the combined total of aji Separate acts, whether or not related; or
(c) a series of acts whether or not related;
committed by the same Employee, or the same Fiduciary in the case of
Insuring  Agreement A.(3), acting alone or in collusion with other
persons, and regardless of whether or not such act or acts occurred
during or before the Policy Period;

) with respect to all other Insuring Agreements, all loss resulting from:
(@ an individual act or event; or
(b) a series of related acts Or events;
committed by the same Third Party, acting alone or in collusion with
other persons, or in which the same Third party is implicated or
involved;
whether or not such Third Party or Third Parties are identified, and
regardless of whether or not such act(s) or event(s) occurred during or
before the Policy Period; and further

with regard to both paragraphs (1) and (2) above, regardless of the amount or
number of losses, the number of Insureds incurring loss, or the number of

4y an employee welfare benefit plan or an employee pension benefit plan as

Income Security Act of 1974 and any amendments thereto (“ERISA™),
and which is solely sponsored by the Insured;

@) an employee welfare benefit plan or an employee pension benefit plan as

CE 00006 00 (01/10) Page 9 of 22




world, and which existed on or before the Inception Date of this Policy
or which is created or acquired after the Inception Date of this Policy;

3) any other employee benefit plan or program not subject to Title 1 of
ERISA, sponsored solely by the Imsured for the benefit of the
Employees, including any excess benefit plan located anywhere in the
world and which existed on or before the Inception Date of this Policy or
which is created or acquired after the Inception Date of this Policy; or

@ any other plan, fund, or program specifically included as a Sponsored
Plan by Endorsement to this Policy.

Sponsored Plan shall not include any multi-employer plan.

JI. “Subsidiary” means:

1) any for-profit entity, whose securities are not publicly traded, in which
the Insured has Management Control (“Controlied Entity™) before the
Inception Date set forth in Item 2 of the Declarations;

(2) any for-profit entity, whose securities are not publicly traded, of which
the Imsured acquires Management Control during the Policy Period,
either directly or indirectly through one or more Controlled Entities; or

3) any not-for-profit entity sponsored exclusively by an Insured prior to or
during the Policy Period.

Coverage afforded under this Policy for loss sustained any Subsidiary or any

Subsidiary’s Client, shall only apply to loss sustained after the effective date

such entity becomes a Subsidiary and prior to the effective date that such entity

ceases to be a Subsidiary.

KK.  “Theft” means the unlawful taking of Money, Securities or Property to the
deprivation of*

(D an Insured, solely for the purposes of determining coverage under
Insuring under Insuring Agreement A.(1);

(2) a Client, solely for the purposes of determining coverage under Insuring
under Insuring Agreement A.(2): or

3) a Sponsored Plam, solely for the purposes of determining coverage
under Insuring Agreement A.(3).

LL.  “Third Party” means a natural person, other than an Employee.

MM. “Transfer Account” means an account maintained by an Insured at a financial
institution from which an Insured can initiate the transfer, payment or delivery
of Money or Securities:

CE 00006 00 (01/10) Page 10 0f 22
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nH by means of electronic, telegraphic, cable, teletype, computer,
telefacsimile or telephone instructions communicated directly through an
electronic funds transfer system; or

) by means of written instructions (other then those described in Insuring
Agreement B. establishing the conditions under which such transfers are
to be initiated by such financial institution through an electronic funds
transfer system.

V. EXCLUSIONS

A.

No coverage is afforded under this Policy for loss resulting directly or indirectly
from any authorized or unauthorized trading of Money, Securities or Property,
whether or not in the name of the Insured and whether or not in a genuine or
fictitious account; provided however, that this Exclusion shall not apply to loss
caused by Theft or Forgery which results in an improper financial gain to an
Employee. Such improper financial gain shall not include salary, bonuses,
commissions, incentive payments, fees or other compensation, including but not
limited to promotions and raises associated with employment, earned time off
including vacations, and the costs of any health, welfare, pension or retirement
benefits.

No coverage is afforded under this Policy for loss resulting directly or indirectly
from any fraudulent, dishonest or criminal action committed by an Imsured, or
by an owner if the Insured is a sole-proprietorship, a partner if the Insured is a
partnership, or by a member or manager if the Insured is a limited liability
company or corporation, whether acting alone or in collusion with others;
provided however, that this Exclusion shall not apply to loss otherwise provided
under Insuring Agreement A.(2).

No coverage is afforded under this Policy for loss resulting directly or indirectly
from any fraudulent, dishonest or criminal act by any Employee or Fiduciary,
whether acting alone or in collusion with others, unless otherwise covered under
Insuring Agreement A.

No coverage is afforded under this Policy for loss sustained by an Insured’s
Client due to Theft or Forgery committed by an Employee acting in collusion
with the Client or the Client’s employee.

No coverage is afforded under this Policy for loss resulting directly or indirectly
from the unauthorized use or disclosure of trade secrets, patents or other
intellectual property, confidential processing methods, customer lists, or other
confidential information of any kind; provided however, that this Exclusion does
not apply to loss otherwise covered under Insuring Agreements A. or E.

No coverage is afforded under this Policy for loss due to Theft or Forgery
committed by, an owner if the Insured is a sole-proprietorship, a partner if the
Insured is a partnership, or by a member or manager if the Insured is a limited
liability company or corporation, whether acting alone or in collusion with
others.
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No coverage is afforded under this Policy for loss resulting directly or indirectly
from declared or undeclared war, civil war, insurrection, rebellion or revolution,
military, naval or usurped power, governmental intervention, expropriation or
nationalization, or any act or condition incident to any of the foregoing.

No coverage is afforded under this Policy for loss of income, whether or not
earned or accrued, including interest and dividends, not realized as the result of a
loss covered under this Policy.

No coverage is afforded under this Policy for indirect or consequential loss of
any kind, provided however, that this Exclusion shall not apply to otherwise
covered Authentication Expenses under Section III. or Restoration Expenses
under Section II.

No coverage is afforded under this Policy for fines or penalties, or for multiplied
or punitive damages.

No coverage is afforded under this Policy for expenses incurred:

¢)) as a result of the reconstitution of Data if the Insured knowingly used or
uses illegal copies of programs;

@ to render the Data usable by replacement processing equipment;

€)) to design, update or improve software or programs or to perfect their
operation or performance; or

@ as a result of an alteration in Data held on magnetic media due to the
effect of magnetic fields, their incorrect use or the obsolescence of the
Computer System.

No coverage is afforded under this Policy for loss caused by an Employee, which
is sustained by an Imsured after any other Employee with managerial or
supervisory responsibility, or an Executive, not in collusion with the Employee
becomes aware of a Theft, Forgery, or other fraudulent or dishonest act
committed by such Employee while employed with the Insured or prior to the
inception of the Employee’s employment with the Insured, involving Money,
Securities or Property in an amount in excess of one-thousand dollars ($1,000).

No coverage is afforded under this Policy for loss resulting directly or indirectly
from fire; provided however, that this Exclusion shall not apply to:

(D) loss of Money or Securities; or

2 damage to any safe or vault caused by the application of fire thereto for
the purposes of Safe Burglary.

No coverage is afforded under this Policy for fees, costs or expenses incurred or
paid by the Insured in defending or prosecuting any legal proceeding or claim;
provided however, that this Exclusion shall not apply to the coverage provided
under Insuring Agreement B.(2).

CE 00006 00 (01/10) Page 12 of 22

95




No coverage is afforded under this Policy for loss due to the Insured knowingly
having given or surrendered Money, Secarities or Property in any exchange or
purchase with a Third Party not in collusion with an Employee; provided
however, that this Exclusion shall not apply to Money Orders and Counterfeit
Currency Fraud.

No coverage is afforded under this Policy for loss sustained by one Insured to
the advantage of any other Insured, other than a Sponsored Plan.

No coverage is afforded under this Policy for loss of or damage to Money,
Securities or Property while in the custody of any bank, trust company, similar
recognized place of safe deposit, armored motor vehicle company or any person
who is duly authorized by the Insured to have custody of the property; provided
however, that this Exclusion shall not apply to the extent that coverage under this
Policy is excess of the amount recovered or received by the Insured under:

H the Insured’s contract, if any, with, or insurance carried by, any of the
foregoing; or

2) any other insurance or indemmnity in force which would cover the loss in
whole or in part.

No coverage is afforded under this Policy for loss due to the unlawful taking of
Money, Securities or Property, or due to Computer Fraud or any other
fraudulent, dishonest or criminal act (other than Robbery or Safe Burglary), by
any representative of the Insured other than an Employee, provided that such
representative is not acting in collusion with any Employee.

No coverage is afforded under Insuring Agreement A. for loss resulting directly
or indirectly caused by any broker, factor, commission merchant, consignes,
contractor, independent contractor or other agent or representative of the same
general character, of the Insured.

No coverage is afforded under Insuring Agreements C. or D. for:
4 loss due to Forgery, Computer Fraud or Funds Transfer Fraud; or

(2) loss of or damage to Money, Securities or Property while in the mail or
in the custody of a carrier for hire, other than an armored motor vehicle

company.

No coverage is afforded under Insuring Agreements A., D., E. or F.for loss of or
damage to Money, Securities or Property as a result of a kidnap, ransom or
other extortion payment (as distinct from Robbery) surrendered to any person as
a result of a threat to do bodily harm to any person or a threat to do damage to the
Premises or Property.

No coverage is afforded under Insuring Agreement B. for loss due to Forgery or
alteration of:
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¢y any Financial Instrument committed by any Third Party in collusion
with any Employee; or

2 any registered or coupon obligations issued or purported to have been
issued by the Insured, or any coupons whether attached or detached.

No coverage is afforded under Insuring Agreement H. for loss caused by any
forgery or alteration of, on or in any written instrument; provided that this
Exclusion shall not apply if:

¢)) the provisions, conditions and other terms under which the involved
LGt vard was issued were Iuily compiied with; and

) the Insured is legally liable to the issuer of such credit card for such
loss.

No coverage is afforded under this Policy for any loss that the Insured is aware
of prior to the Inception Date of this Policy.

No coverage is afforded under this Policy for loss sustained by the Insured prior
to the termination of this Policy unless such loss is first Discovered during the
Policy Period and the Insured provides written notice thereof to the Insurer
within the time limitations provided in Sections XI. or XVI. of this Policy.

No coverage is afforded under this Policy for loss, or that portion of any loss,
sustained by the Insured which results from an unexplained inventory shortage,
including loss, the proof of which its existence or amount is dependent upon an
inventory computation or a profit and loss computation. Provided however, that
if the Insured can establish, wholly apart from such computations, that it has
sustained a loss, then the Imsured may offer its inventory records and actual
physical count of inventory in support of the amount of loss claimed.

VL OWNERSHIP

A,

The Imsurer’s liability under this Policy will apply only to the Money,
Securities or Property owned by the Insured or for which the Insured is legally
liable, or held by the Insured in any capacity whether or not the Insured is
liable; provided that:

) the Insarer will not be liable for damage to the Premises unless the
Insured is the owner of the Premises or is liable for such damage; or

2) except solely with respect to Insuring Agreement A.(2), the Insurer’s
liability will not apply to Money, Securities or Property of a Client.

For the purposes of Insuring Agreement A.(2), the Insurer’s liability under this
Policy will apply only to the Money, Securities or Property of a Client, which
is held by the Insured in any capacity or for which the Insured is legally liable.
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X1. PROOF OF LOSS AND LEGAL PROCEEDINGS

(A)

B)

It is a condition precedent to coverage hereunder that, upon Discovery, the
Insured shall:

¢)) provide written notice to the Insurer as soon as practicable and in no
event later than ninety (90) days after such Discovery;

2) furnish sworn Proof of Loss with full particulars to the Insarer within
six (6) months of such Discovery, including:

(a) production of all relevant records and documents as the Insurer
shall request; and

b) submit to examination under oath at the Insurer's request; and

3) cooperate completely with the Insurer in all matters pertaining to the
claim.

The Insured may offer a comparison between the Insured’s inventory records
and actual physical count of its inventory to prove the amount of loss, but only
where the Insured establishes wholly apart from such comparison that it has
sustained a covered loss, caused by an identified Employee.

XII. VALUATION AND FOREIGN CURRENCY

The Insurer shall reimburse:

A. loss of Money but only up to and including its face value, and at the Insured’s
option, reimburse for loss of Money issued by any country other the United
States of America:
(H at face value in the Money issued by that country; or
2) in the United States of America equivalent determined by the rate of
exchange published in the Wall Street Journal on the day the loss was
Discovered.
B. loss of Securities but only up to and including their value at the close of business
on the day the loss was Discovered. The Insurer may, at the Insurer’s option:
)] reimburse the market value of such Securities or replace them in kind, in
which event the Insured must assign to the Insurer all the Insured’s
rights, title and interest in and to those Securities; or
@) reimburse the cost of any Lost Securities Bond required in connection
with issuing duplicates of the Securities. However, the Insurer will be
liable only for the payment of so much of the cost of the bond as would
be charged for a bond having a penalty not exceeding the lesser of the
value of the Seeurities at the close of business on the day the loss was
Discovered.
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C. loss of, or loss from damage to, Property or Premises including its exterior for
the replacement cost without deduction for depreciation; provided the Insurer
will not reimburse more than the least of the following:

) the cost to replace the lost or damaged Property with Property of
comparable material and quality and used for the same purpose;

) the amount the Insured must actually spend that is necessary to repair or
replace the lost or damaged Property; or

3) the Single Loss Limit of Liability applicable to the lost or damaged
Property.

The Insurer will not reimburse the Insured on a replacement cost basis for any
loss or damage until such Property is actually repaired or replaced, and unless
the repairs or replacement are made as soon as reasonably possible after the loss
or damage. If the lost or damaged Property is not repaired or replaced, the
Insurer will reimburse the Insured the actual cash value of the Property on the
day the loss was Discovered.

XIII. OTHER INSURANCE

If the Insured or any other party in interest in any loss covered by this Policy has any
bond, indemnity or other insurance which would cover such loss in whole or in part in the
absence of this Policy, then this Policy shall be null and void to the extent of the amount
recoverable or received under such other bond, indemnity, or insurance; but this Policy
shall cover such loss, subject to its exclusions, conditions and other terms, only to the
extent of the amount of such loss in excess of the amount recoverable or received under
such other bond, indemnity or insurance.

X1V. ORGANIZATIONAL CHANGES

If during the Policy Period the Insured shall consolidate with, merge into, purchase, or
acquire the assets or liabilities of another entity, this Policy will provide coverage for that
merged, purchased or acquired entity, subject to all other terms and conditions herein, but
only for loss Discovered by an Insured after the effective date of such merger, purchase,
or acquisition; provided that the Imsured provides written notice of such merger,
purchase, or acquisition to the Insurer with full particulars of such merger, purchase, or
acquisition, within ninety (90) days after the effective date of such merger, purchase, or
acquisition. Coverage for the merged, purchased, or acquired entity shall not be afforded
following such ninety (90) day period unless the Insurer agrees to provide such
coverage, subject to any additional terms and conditions and any additional premium that
may be required by the Imsurer. Any Sponsored Plan acquired as above shall be
included as an Insured.

The ninety (90) day notice requirement shall be waived subject to the following:
A. the assets of the merged, purchased, or acquired entity do no exceed forty percent

(40%) of the total assets of the Insured as of one (1) day prior to the effective
date of the transaction; or
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duties as the deceased Imsured’s legal representative. Until a legal representative is
appointed, anyone having proper temporary custody of the decedent’s property will have
all rights and duties but only with respect to that property.

XIX. RECORDS
The Insured must keep records of all Money, Securities, and Property under this Policy
so the Imsurer can verify the amount of any loss.
XX. RECOVERIES
A, All recoveries for payments made under this Policy, whether made by the
Insurer or the Insured, shall be applied net of the expense of such recovery:
)] first, to the Imsured in satisfaction of the Imsured’s covered loss in
excess of the amount paid under this Policy;
2) second, to the Insurer in satisfaction of amounts paid in seitlement of
the Insured’s claim;
3 third, to the Insured in satisfaction of any Deductible; and
4 fourth, to the Insured in satisfaction of any loss not covered under this
Policy.
B. Recoveries do not include any recovery:
¢} for insurance, suretyship, reinsurance, security or indemnity taken for the
Insurer’s benefit; or
2) of original Securities after duplicates of them have been issued.
XXL TRANSFER OF INSURED’S RIGHTS OF RECOVERY AGAINST OTHERS TO
INSURER
The Imsured must transfer to the Insurer all the Insured’s rights of recovery against any
person or organization for any loss the Insured sustained and for which the Insurer has
paid or settled. The Insured must also do everything necessary to secure those rights and
do nothing after the loss to impair them.
XXII. ACTION AGAINST INSURER
A, The Insured may not bring any legal action against the Insurer involving loss:
)] unless the Insured has complied with all the terms of this Policy;
@ until ninety (90) days after the Insured has filed Proof of Loss with the
Insurer; and
(3) unless brought within two (2) years from the date the Insured
Discavered the loss.
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The Insured may not bring any legal action against the Insurer to recover a
judgment or settlement against it or its bank resulting from Forgery or related
legal expenses as set forth in Insuring Agreement B.(2), unless brought within
two (2) years from the date upon which such judgment shall become final or
upon which such settlement was entered into.

If any limitation in this Condition is deemed to be inconsistent with the state law, such
limitation is amended so as to equal the minimum period of limitation provided by such

law.

XXMI. LIBERALIZATION

In the event the Imsurer introduces a new Crime Policy during the Policy Period, then
the Named Insured shall have the right to any broader coverage available under such
new Policy, if allowed by law, as of the date that such new Policy is made available to all
insureds, but only with respect to loss Discovered and/or claims reported to the Insurer
after such date.

XXIV. CANCELLATION AND TERMINATION

A. The Named Insured may cancel:
4y this Policy;
) a specific Insuring Agreement under this Policy; or
3 coverage for an Insured;
by mailing or delivering written notice of cancellation to the Insurer.

B. The Insurer may cancel:
1) this Policy;
2 a specific Insuring Agreement under this Policy; or
3) coverage for an Insured;
by mailing or delivering to the Named Insured written notice of cancellation at
least twenty (20) days before the effective date of cancelation, if the Imsurer
cancels for nonpayment of premium; or sixty (60) days before the effective date
of cancellation if the Insurer cancels for any other reason.
The Insurer will mail or deliver the Insurer’s notice to the Named Insured’s
last known mailing address. Notice of cancellation will state the effective date of
cancellation and the Policy Period will end on such date. If this Policy or an
Insuring Agreement is cancelled, the Insurer will send the Named Insured a
premium refund due. If either the Insurer or Insured cancel this Policy, the
refund will be the pro-rata amount of the annualized premium. If notice is
mailed, proof of mailing will be sufficient proof of notice.
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C. This Policy terminates:
(1) in its entirety, immediately upon expiration of the Policy Period;

2) in its entirety, immediately upon exbaustion of the Policy Aggregate
Limit of Liability, if applicable; provided, that no Policy termination
under this Condition shall be effective with respect to a Sponsored Plan
covered under Insuring Agreement A.(2);

3) in its entirety immediately upon the voluntary liquidation or dissolution
of the Named Insured; provided, that no Policy termination under this
Condition shall be effective with respect to any Sponsored Plan covered
under Insuring Agreement A.(2); or

) as to any Subsidiary, immediately upon a change in the Management
Control of such Subsidiary.

XXV. CHANGES

This Policy contains all the agreements between the Insured and the Insurer concerning
the insurance afforded. The Named Insured shown on the Declarations is authorized to
make changes to the terms of this Policy with the Insurer’s consent. This Policy’s terms
can be amended or waived only by endorsement issued by the Insurer and made a part of
this Policy.

XXVI. HEADINGS
The descriptions in the headings and any subheading of this Policy, including any titles

given to any endorsement attached hereto, are inserted solely for convenience and do not
constitute any part of this Policy’s terms or conditions.
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ECEIVER

CONTINUING CARE
CONTRACTS BRANCH

REPORT OF INDEPENDENT AUDITORS

To the Board of Directors
Eskaton and Subsidiaries

Report on Consolidated Financial Statements

We have audited the accompanying corsolidated financial statements of Eskaton and Subsidiaries (the
“Organization”), which comprise the consolidated balance sheets as of December 31, 2013 and 20 12; and
the related consolidated statements of operations and changes in net assets (deficit), and cash flows for the
years then ended, and the related notes to the consolidated financial statements.

Management’s Responsibility for the Consolidated Financial Statements

Management is responsible for the preparation and fair presentation of these consolidated financial
statements in accordance with accounting principles generally accepted in the United States of America:
this includes the design, implementation, and maintenance of internal control relevant to the preparation
and fair presentation of consolidated financial statements that are free from material misstatement,
whether due to fraud or error.

Auditor’s Responsibility

Our responsibility is to express an opinion on these consolidated financial statements based on our audits.
We conducted our audits in accordance with auditing standards generally accepted in the United States of
America. Those standards require that we plan and perform the audits to obtain reasonable assurance
about whether the consolidated financial statements are free from material misstatement.

An audit involves performing procedures to obtain audit evidence about the amounts and disclosures in the
consolidated financial statements. The precedures selected depend on the auditor's judgment, including the
assessment of the risks of material misstatement of the consolidated financial statements, whether due to
fraud or error. In making those risk assessments, the auditor considers internal control relevant to the
entity’s preparation and fair presentation of the consolidated financial statements in order to design audit
procedures that are appropriate in the circumstances, but not for the purpose of expressing an opinion on
the effectiveness of the entity's internal control. Accordingly, we express no such opinion. An audit also
includes evaluating the appropriateness of accounting policies used and the reasonableness of significant
accounting estimates made by management, as well as evaluating the overall presentation of the
consolidated financial statements.

We believe that the audit evidence obtained is sufficient and appropriate to provide a basis for our audit
opinicn.

Opinion
In our opinion, the consolidated financial statements referred to above present fairly, in all material
respects, the consolidated financial position of Eskaton and Subsidiaries as of December 31, 2013 and 2012,

and the results of their operations and their cash flows for the years then ended in accordance with
accounting principles generally accepted in the United States of America.
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Other Matters
Supplementary Information

Our audits were conducted for the purpose of forming an opinion on the consolidated financial statements
as a whole. The accompanying consolidating schedules as of and for the year ended December 31, 2013, for
Eskaton and Subsidiaries, Eskaton Properties, Inc., and Eskaton, presented as supplementary information,
are presented for purposes of additional analysis and are not a required part of the consolidated financial
statements. Such information is the responsibility of management and was derived from and relates
directly to the underlying accounting and other records used to prepare the consolidated financial
statements. Such information has been subjected to the auditing procedures applied in the audits of the
consolidated financial statements and certain additional procedures, including comparing and reconciling
such information directly to the underlying accounting and other records used to prepare the consolidated
financial statements or to the consolidated financial statements themselves, and other additional
procedures in accordance with auditing standards generally accepted in the United States of America. In
our opinion, the information is fairly stated in all material respects in relation to the consolidated financial
statements as a whole.

The supplementary information - social responsibility for the years ended December 31, 2013 and 2012, is
presented for the purposes of additional analysis and is not a required part of the consolidated financial
statements. Such information has not been subjected to the auditing procedures applied in the audits of the
consolidated financial statements, and accordingly, we do not express an opinion or provide any assurance
onit.

rd

~f L APTHO

San Francisco, California
April 24, 2014
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CONSOLIDATED FINANCIAL STATEMENTS



ESKATON AND SUBSIDIARIES
CONSOLIDATED BALANCE SHEETS
December 31, 2013 and 2012

(in thousands)
Assets 2013 2012
Current assets:
Cash and cash equivalents $ 10,055 $ 7,703
Assets limited as to use 4,818 8,072
Investments 49,717 46,179
Accounts receivable, net of allowance for uncollectibie accounts
of $259 in 2013 and $260 in 2012 8,362 8,334
Cther receivables 4,171 3,978
Inventories 180 217
Deposits and prepaid expenses 781 1,143
Total current assets 78,084 75,626
Assets limited as to use, net of amount required for current liabilities 9,236 7,265
Investments 1,268 1,421
Property and equipment, net 115,403 114,379
Other assets:
Land available for sale 1,050 1,050
Due from liability insurer 1,679 1,629
Ceferred financing costs, net 2,835 1,930
Associate member/resident/patient deposits 4,094 4,596
Other 1,465 1,394
11,123 10,599
Total assets $ 215,114 3 209,290
See accompanying notes.
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ESKATON AND SUBSIDIARIES
CONSOLIDATED BALANCE SHEETS (Continued)
December 31, 2013 and 2012

(in thousands)
Liabilities and Net Assets (Deficit) 2013 2012
Current liabilities:
Current maturities of long-term debt $ 4,449 $ 6,878
Current portion of deferred revenue from unamortized
CCRC membership fees 2,132 2,132
Deposits en unoccupied CCRC units 365 241
Accounts payable 1,843 1,601
Accrued liabilities:
Payroll and payroll taxes 2,465 1,776
Vacation 1,673 1,633
Current portion of self-insured workers' compensation 2,690 2,871
Self-insured employee health plan 1,372 1,298
Interest 735 529
Other 988 1,047
Total current liabilities 18,712 20,006
Other liabilities:
Self-insured workers' compensation, net of current portion 6,476 5,026
Interest rate swap agreements 5,306 18,734
Unfunded pension obligation 2,045 6,481
Professional liability 3,014 2,963
Associate member /resident/patient deposits 4,094 4,596
Cther 285 243
21,220 38,043
Long-term debt, net of current maturities 153,845 144,150
Deferred revenue from unamortized CCRC membership
fees, net of current portion 13,876 15,455
Total liabilities 207,653 217,654
Net assets (deficit):
Unrestricted net assets (deficit) 5,925 (9,744)
Temporarily restricted net assets 1,003 853
Parmanently restricted net assets 533 527
Total net assets (deficit) 7,461 (8,364)
Total liabilities and net assets (deficit) $ 215,114 $ 209,290

See accompanying notes.
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ESKATON AND SUBSIDIARIES

CONSOLIDATED STATEMENTS OF OPERATIONS AND CHANGES IN NET ASSETS (DEFICIT)
Years Ended December 31, 2013 and 2012

(in thousands)

2013 2012
Unrestricted net assets (deficit):
Revenues, gains, and other support:
Net patient service revenue $ 47,991 $ 48,899
Resident service revenue, including amortizatior. of CCRC
membership fees of $1,567 in 2013 and $2,132 in 2012 58,402 55,635
Other, net 7,961 8,912
Total revenues, gains, and other support 114,354 113,446
Expenses:
Salaries and wages 49,333 47,544
Employee benefits 16,831 19,425
Professional fees 1,189 1,651
Supplies 5132 4,966
Purchased services 7,256 6,642
Ancillary costs 3,211 2,951
Utilities 4,188 4,182
Insurance and other 7,457 7,128
LCepreciation 9,022 9,141
Interest and amortization 5174 4,398
Provision for uncollectible accounts 420 231
Total operating expenses 109,213 108,259
Income from operations 5,141 5,187
Nonoperating revenue (expenses):
Investment income 5,724 4,961
Interest rate swap activities 1,780 (2,629)
Loss on early repayment of debt (172) (145)
Other (190) (53)
Total nonoperating revenue (expenses), net 7,142 2,134
Excess of revenues, gains, and other
support over expenses 12,283 7,321
See accompanying notes.
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ESKATON AND SUBSIDIARIES
CONSOLIDATED STATEMENTS OF OPERATIONS AND CHANGES IN NET ASSETS {DEFICIT) (Continued)

Years Ended December 31, 2013 and 2012

(in thousands)
2013 2012
Excess of revenues, gains, and other support over
expenses (page 5) $ 12,283 $ 7321
Pension related changes other than net periodic pension cost 3,386 758
Change in unrestricted net assets (deficit) 15,669 8,079
Unrestricted net deficit, beginning of year (9,744) (17,823)
Unrestricted net assets (deficit), end of year $ 5,925 $ (9,744)
Temporarily restricted net assets:
Contributions $ 354 $ 849
Investment income 135 48
Net assets released from restriction used for operations (339) (324)
Change in temporarily restricted net assets 150 573
Temporarily restricted net assets, beginning of year 853 280
Temporarily restricted net assets, end of year $ 1,003 3 853
Permarnently restricted net assets:
Contributions of endowments $ 5 $ 14
Change in assets held in trust by others 1 3
Change in permanently restricted net assets 6 17
Permanently restricted net assets, beginning of year 527 510
Permanently restricted net assets, end of year 533 527
Change in net assets (deficit) $ 15,825 $ 8,669
Net assets (deficit), beginning of year (8,364) (17,033)

Net assets (deficit), end of year

See accompanying notes.

7461

S (8364)
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ESKATON AND SUBSIDIARIES
CONSOLIDATED STATEMENTS OF CASH FLOWS
Years Ended December 31, 2013 and 2012

(in thousands)

2013 2012

Cash flows from operating activities:
Change in net assets $ 15,825 $ 8,669
Adjustments to reconcile change in net assets to net cash
provided by operating activities:

Depreciation 9,022 9,141
Amortization of deferred financing costs 331 461
Amortization of CCRC membership fees (1,567) (2,132)
Net realized and unrealized (gains) losses on asssts limited as to use 69 (61)
Net realized and unrealized gains on investments (5,603) (4,011)
Pension related changes other than net periodic pension cost (3,386) (758)
Change in fair value of interest rate swap agreements (3,712) (257)
Provision for uncollectible accounts 420 231
Proceeds from permanently restricted contributions (5) (14)
Loss on early repayment of debt 172 145
CCRC resale proceeds 6,263 4,307
Loss on disposal of property and equipment 155 12
Changes in operating assets and liabilities:
Change in receivables (641) (4,482)
Change in inventories 37 4
Change in deposits and prepaid expenses 363 (436)
Change in other assets 381 912
Change in accounts payable 242 (266)
Change in accrued liabilities 2,219 1,877
Change in unfunded pension obligation (1,050} 750
Change in other liabilities (409) (315)
Net cash provided by operating activities 19,126 13,777
Cash flows from investing activities:
Purchases of assets limited as to use (89,198) (148,890)
Proceeds from sales of assets limited as to use 90,412 146,312
Purchases of investments (798) (1,551)
Proceeds from sales of investments 3,016 1,000
Investment in housing joint venture - (600)
Expenditures for property and equipment (10,201) (5,636)
Payments received on notes receivable - 274
Net cash used in investing activities (6,769) (9,091)
See accompanyingﬂ)tes.
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ESKATON AND SUBSIDIARIES
CONSOLIDATED STATEMENTS OF CASH FLOWS (Continued)
Years Ended December 31, 2013 and 2012

(in thousands)
2013 2012
Cash flows from financing activities:
CCRC resale disbursements $ (6,275) (4,307)
Change in deposits on unoccupied CCRC units 123 80
Proceeds from permanently restricted contributions 5 14
Proceeds from long-term borrowing 66,839 48,866
Principal payments on long-term debt (59,573) (49,569)
Debt issuance costs (1,408) (1,609)
Payments on settlement of terminated swaps (9,716) (7,277)
Net cash used in financing activities (10,005) (13,802)
Net increase (decrease) in cash and cash equivalents 2,352 (9.116)
Cash and cash equivalents, beginning of year 7,703 16,819
Cash and cash equivalents, end of year $ 10,055 7,703
Supplemental disclosure:
$ 4,957 3,757

Cash paid for interest

See accompanying notes.
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ESKATON AND SUBSIDIARIES
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

NOTE 1 - ORGANIZATION AND PRINCIPLES OF CONSOLIDATION
The accompanying consolidated financial statements of Eskaton and Subsidiaries include the following:

Eskaton - Eskaton is a not-for-profit 501(c)(3) California corporation, which was formed in 1967, Eskaton's primary
mission is to enhance the quality of life of seniors through innovative health, housing, and social services. Eskaton is the
sole corporate member of Eskaton Properties, Inc. (EPI), Eskaton Gold River Lodge (EGRL), Eskaton Village-Grass Valley
(EVGV), Eskaton Village-Roseville (EVR), Eskaton Village-Placerville (EVP), Eskaton FountainWood Lodge (EFWL), and
Eskaton Foundation, and the sole stockholder of Livable Design (LD) and California Healthcare Consultants (CHC).
Eskaton also operates adult day healthcare services and various community service programs.

EPI - EP] is a not-for-profit 501(c)(3) California corporation that operates skilled nursing care centers and retirement

housing communities, home health services, a continuing care retirement community, a certification program for home
designs for older adults sold to various home builders, a membership program that provide services to older adults in

EGRL - EGRL is a not-for-profit 501(c)(3) California corporation that operates a 95-apartment assisted living community
in Gold River, California.

EVGV - EVGV is a not-for-profit 501(c}(3) California corporation that operates a 57-apartment assisted living and 80-
apartment independent living with services community in Grass Valley, California.

EVR - EVR is a not-for-profit 501(c}(3) California corporation that operates a 96-apartment assisted living community in
Roseville, California.

EVP - EVP is a not-for-profit 501(c)(3) California corporation that operates a 64-apartment assisted living community in
Placerville, California.

EFWL - EFWL is a not-for-profit 501(c)(3) California corporation that operates a 92-apartment assisted living community
in Orangevale, California.

Eskaton Foundation - Eskaton Foundation is a not-for-profit 501(c)(3) California corporation whose purpose is to raise
funds for the benefit of Eskaton programs.

LD - LD, a C-corporation, is a taxable subsidiary of Eskaton, and owns a home used to demonstrate livable design
concepts to the general public.

CHC - CHC, a C-corporation, is a taxable subsidiary of Eskaton that leases employees to communities owned by third
parties and managed by EPI,

All material intercompany accounts and transactions have been eliminated in consolidation.

NOTE 2 ~ SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

Cash and cash equivalents - Cash and cash equivalents include cash in bank and short-term money market accounts. The carrying
amounts at face value approximate fair value because of the short maturity of these instruments.
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ESKATON AND SUBSIDIARIES
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

Investments - Investments in equity securities with readily determinable fair values and all investments in debt securities are
reported at fair value. Management has elected to carry alternative investments under the fair value option. Investment income or
loss iincluding realized and unrealized gains and losses on investments, interest, and dividends) is included in the excess of
revenues, gains, and other support over expenses.

Assets limited as to use - Assets limited as to use include assets held by trustees or lenders under bond indenture and HUD
regulatory agreements and assets restricted by donors for financial assistance to residents of Eskaton communities. Assets limited
as to use are reported at fair value.

Property and equipment - Property and equipment are stated at cost. Interest capitalized (net of investment income from bond
proceeds) in connection with the construction of plant and equipment is recorded as part of the cost of the constructed asset to
which it relates and is amortized over the asset's useful life. Depreciation is computed using the straight-line method based on
estimated useful lives of property and equipment as follows:

Land improvements 10 to 20 years
Buildings and improvements 15 to 40 years
Equipment 5to 20 years

Gifts of long-lived assets such as land, buildings, or equipment are reported as unrestricted support, and are excluded from the
excess of revenues, gains, and other support over expenses, unless explicit donor stipulations specify how the donated assets must
be used. Gifts of long-lived assets with explicit restrictions that specify how the assets are to be used and gifts of cash or other
assets that must be used to acquire long-lived assets are reported as restricted support. Absent explicit donor stipulations about
how long those long-lived assets must be maintained, expirations of donor restrictions are reported as net assets released from
restriction when the donated or acquired long-lived assets are placed in service.

Impairment of long-lived assets and long-lived assets to be disposed of - Long-lived assets and certain identifiable intangibles
are reviewed for impairment whenever events or changes in circumstances indicate that the carrying amount of an asset may not
be recoverable. Recoverability of assets to be held and used is measured by a comparison of the carrying amount of an asset to
future net cash flows expected to be generated by the asset. If such assets are considered to be impaired, the impairment to be
recognized is measured by the amount by which the carrying amount of the assets exceeds the fair value of the assets.

Assets to be disposed of are reported at the lower of the carrying amount or fair value less costs to sell. As of December 31, 2013
and 2012, land available for sale was recorded in the consolidated balance sheets at fair value in accordance with Financial
Accounting Standards Board (FASB) Accounting Standards Codification (ASC) Topic 820, Fair Value Measurement. The fair value
estimate was performed by a third-party specialist using unobservable inputs that are supported by little or no market activity and
were therefore classified within Level 3 of the valuation hisrarchy.

There was no activity or adjustments to the land available for sale during the years ended December 31, 2013 and 2012.

Continuing Care Retirement Community (CCRC) membership fees - Eskaton owns and operates a CCRC known as Eskaton
Village Carmichael (EVC) located on 37 acres in Carmichael, California. EVC membership fees, which were paid by the initial
resident of each housing unit upon entering into a resalable continuing care contract, were recorded as deferred revenue. Such
deferrzd revenue is amortized to income using the straight-line method over the estimated remaining life of the facility. Eskaton's
share of appreciation in excess of the original membership fee amount earned upon the resale of a membership from one resident
to another qualified individual is recorded as deferred revenue and is amortized to income using the straight-line method over the
estimated remaining life of the facility. Transfer fees earned upon the resale of a membership are recorded as revenue in the period
earnec.

During 2012, Eskaton introduced membership contracts with refundable membership fees that are amortized on a straight-line
basis over the five-year refundable period. Unamortized refundable membership fees totaled $1,016,000 and $460,000 as of
December 31, 2013 and 2012, respectively.

Self-insured employee health and workers’ compensation — The provisions for estimated self-insured employee health and
workers' compensation include estimates of the ultimate costs for both reported claims and claims incurred but not reported.

Derivative instruments - Eskaton has entered into various swap agreements to manage interest rate risk on its bonds. Swaps are
contracts to exchange, for a period of time, the investment performance of one underlying instrument for the investment
performance of another instrument without exchanging the instruments themselves. Eskaton entered into these agreements to
mitigate cash flow and fair value risks related to changes in interest rates.
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ESKATON AND SUBSIDIARIES
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

Eskaton records in its consolidated balance sheets the estimated fair value of swaps at the balance sheet date. Because the
derivatives have not been designated as hedges for accounting purposes, changes in the fair value of swaps are included in
nonoperating revenue (expenses), net in the consolidated statements of operations and changes in net assets (deficit).

Deferred financing costs - Deferred financing costs are amortized over the period the obligation is expected to be outstanding or
the life of bank direct placement agreements associated with variable rate demand bonds, whichever is shorter. Amortization is
calculated using the straight-line method, which is not materially different from using the effective interest method. Amortization
of deferred financing costs is included as a component of interest expense.

Obligation to provide future services - Management annually calculates the present value of the net cost (difference between
cost to operate and maintenance fees charged) of future services and use of the CCRC to be provided to current residents and
compares the amount with the balance of deferred revenue from unamortized CCRC membership fees. If the present value of the
net cost of future services and use of the CCRC exceeds the deferred revenue from unamortized CCRC membership fees, a liability is
recorded with the corresponding charge to income. No liability was recorded at December 31, 2013 or 2012.

Temporarily restricted net assets - Temporarily restricted net assets are those whose use by Eskaton has been limited by
donors for a specific time period or purpose.

Permanently restricted net assets - Permanently restricted net assets are those whose use by Eskaton has been restricted by
donors to be maintained by Eskaton in perpetuity. The Board of Directors has interpreted California’s enacted Uniform Prudent
Management of Institutional Funds Act (UPMIFA) as requiring the preservation of the fair value of the original gift as of the gift date
of permanently restricted donations absent explicit donor stipulations to the contrary. As a result of this interpretation, Eskaton
classifies as permanently restricted net assets (a) the original value of gifts donated, (b) the original value of subsequent gifts, and
(c) accumulations to the permanently restricted fund made in accordance with the direction of the applicable donor gift instrument
at the time the accumulation is added to the fund. Generally, the donors of these assets permit Eskaton to use all or part of the
investment return on these assets and the donor agreements allow Eskaton to appropriate for distribution each year 5 percent of
its endowment fund’s prior year average fair value. Unrealized gains and investment income allocated to the permanently
restricted fund are classified as temporarily restricted net assets, as supported by the associated agreements, until those amounts
are appropriated for expenditure by Eskaton in a manner consistent with the standard of prudence prescribed by UPMIFA. In the
absence of donor stipulations or law to the contrary, losses on the investments of a donor-restricted endowment fund shall reduce
temporarily restricted net assets to the extent that donor-imposed temporary restrictions on net appreciation of the fund have not
been met before a loss occurs. Any remaining loss shall reduce unrestricted net assets.

Net patient service revenue - Net patient service revenue is reported at the estimated net realizable amounts from patients,
third-party payors, and others for services rendered.

Resident service revenue - Residential units are charged a monthly accommodation fee. Additional fees are charged for services
rendered in the assisted living and skilled nursing care centers, of which a portion may be defrayed by coverage under a long-term
care group insurance policy. '

Donated services and materials - A number of volunteers donate significant amounts of time to advance Eskaton's program
objectives. No amounts are reported in the accompanying consolidated financial statements for donated services since no objective
basis is available to measure the value of such services.

Eskaten records the donation of materials when an objective basis is available to measure the value of those donations and when
the materials would be purchased if they were not donated. These amounts are recorded as contribution revenues and as expenses.

Excess of revenues, gains, and other support over expenses - The consolidated statements of operations and changes in net
assets (deficit) include excess of revenues, gains, and other support over expenses. Changes in unrestricted net assets (deficit),
which are excluded from excess of revenues, gains, and other support over expenses, include pension related changes other than
net periodic pension cost.

Advertising - Advertising costs are expensed as incurrec and included in purchased services expenses. Advertising expense was
$846,000 and $530,000 for the years ended December 31, 2013 and 2012, respectively.

Income taxes - Eskaton, EPI, EGRL, EVGV, EVR, EVP, EFWL, and Eskaton Foundation are exempt from income taxes under Section
501(a] of the Internal Revenue Code as organizations described in Section 501(c)(3) and applicable state regulations, except for
federai and state tax on income resulting from unrelated business income. LD and CHC are taxable entities; however, income taxes
for these entities are not significant to the consolidated financial statements.
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ESKATON AND SUBSIDIARIES
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

FASE ASC Topic 740, Income Taxes, prescribes a recognition threshold and measurement attribute for financial statement
disclasure of tax positions taken or expected to be taken on a tax return. Recognition of a tax position is determined when it is more
likely than not that a tax position will be sustained on examination by the taxing authorities, including resolution of any related
appeals or litigation processes. A tax position that meets the more likely than not recognition threshold is measured at the largest
amount of benefit that is greater than 50% likely of being realized upon ultimate settlement with a taxing authority. Eskaton
recognizes interest and penalties related to income tax matters in operating expenses. At December 31, 2013 and 2012, there were
no such uncertain tax positions.

Use of management's estimates - The preparation of consolidated financial statements in conformity with accounting principles
generally accepted in the United States of America requires management to make estimates and assumptions that affect the
reported amounts of assets and liabilities and disclosure of contingent assets and liabilities at the date of the consolidated financial
statements, and the reported amounts of revenues and expenses during the reporting period. Actual results could differ from those
estimates. Accounting estimates include fair value measurements of investments, centractual and uncollectible accounts
receivables, useful lives of fixed assets, deferred revenue from unamortized CCRC membership fees, future service benefit
obligations, self-insured workers' compensation, self-insured workers’ employee health plan, interest rate swap liability, unfunded
pension obligation, and professional liability.

Fair value measurements - FASB ASC Topic 820, Fair Value Measurements and Disclosures, prescribes fair value measurements
and disclosures for financial and nonfinancial assets and liabilities that are recognized or disclosed at fair value in the consolidated
financial statements. FASB ASC Topic 820 defines fair value as the price that would be received to sell an asset or paid to transfer a
liability in an orderly transaction between market participants at the measurement date. FASB ASC Topic 820 also establishes a
framework for measuring fair value and expands disclosures about fair value measurements.

The carrying amounts reported in the consolidated balance sheets for cash and cash equivalents, other receivables, deposits and
prepaid expenses, other assets, accrued liabilities, and long-term debt approximate fair value. The fair values of assets limited as to
use and investments are disclosed in Note 4. The fair values of derivative instruments are disclosed in Note 5.

Reclassifications - Certain reclassifications have been made to the 2012 consolidated financial statements to conform to the 2013
presentation and had no impact on net income or net assets as previously reported.

NOTE 3 - THIRD-PARTY PAYORS

Eskaton has agreements with third-party payors that provide for payments to Eskaton at amounts different from its established
rates. A summary of the payment arrangements with major third-party payors follows:

e  Medicare - Skilled nursing services and home kealth visits provided to Medicare program beneficiaries are reimbursed
under the Prospective Payment System (PPS). Eskaton is reimbursed under the PPS system for skilled nursing services on
a per diem rate depending on each patient category, which is determined by the Resource Utilization Groups (RUG)
system. Eskaton is reimbursed under the PPS system for home health visits on a per 60-day case rate depending on each
patient category, which is determined by the Home Health Resource Groups (HHRG) system.

*  Medi-Cal - Skilled nursing services and home health visits rendered to Medi-Cal program beneficiaries are reimbursed
under prospectively determined per diem or per visit rates.

¢  Other - Eskaton has entered into payment agreements with certain commercial insurance carriers, health maintenance
organizations, and preferred provider organizations. The basis for payment to Eskaton under these agreements includes
prospectively determined daily rates and discounts from established charges.
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ESKATON AND SUBSIDIARIES
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

NOTE 4 - ASSETS LIMITED AS TO USE AND INVESTMENTS

Assets limited as to use - Assets limited as to use that are required for obligations classified as current liabilities are reported in
current assets. The composition of assets limited as to use, stated at fair value, as of December 31 is set forth in the following table

(in thousands):

Required under bond indenture and HUD regulatory agreements for
escrow, principal, interest, reserves, and insurance, held by trustee:
Cash and short-term investments
U.S. Treasury notes, government securities,

and other corporate debt securities

Resident assistance and program funds restricted by donors:
Cash and short-term investments
Mutual funds

Less current portion

Invesiments - Investments, at fair value, at December 31 include the following (in thousands):

Corporate reserves for capital replacement, liquidity, and growth:
Cash and short-term investments
U.S. Treasury notes, government securities,
and other corporate debt securities
Equity securities
Mutual funds
Alternative investments

Corperate reserves for resident assistance and charitable gift annuities:

Cash and short-term investments

U.S. Treasury notes, government securities,
and other corporate debt securities

Equity securities

Mutual funds

Less current portion

2013 2012

$ 5,276 $ 4,731

7,369 9,949

12,645 14,680

34 24

1,375 633

1,409 657

14,054 15,337

4818 8,072

$ 9,236 $ 7,265
2013 2012

$ 1,927 $ 3,189

3412 3,053

22,218 20,063

14,652 15,500

7,508 4,374

49,717 46,179

39 311

56 47

24 19

1,149 1,044

1,268 1,421

50,985 47,600

49,717 46,179

$ 1,268 $ 1,421
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ESKATON AND SUBSIDIARIES
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

FASE ASC Topic 820 establishes a fair value hierarchy that prioritizes the inputs to valuation techniques used to measure fair value.
The hierarchy gives the highest priority to unadjusted quoted prices in active markets for identical assets or liabilities (Level 1
measursments) and the lowest priority to measurements involving significant unobservable inputs (Level 3 measurements). The
three levels of the fair value hierarchy are as follows:

Level 1 inputs are quoted prices (unadjusted) in active markets for identical assets or liabilities that Eskaton has the
ability to access at the measurement date.

Level 2 inputs are other than quoted prices included within Level 1 that are observable for the asset or liability, either
directly or indirectly.

Level 3 inputs are unobservable inputs for the asset or liability.

The level in the fair value hierarchy within which a fair value measurement falls is based on the lowest level input that is significant
to the fair value measurement, in its entirety.

The fair values of the financial instruments as of December 31, 2013 and 2012, represent management's best estimates of the
amounts that would be received to sell those assets or that would be paid to transfer those liabilities in an orderly transaction
between market participants at that date. Those fair value measurements maximize the use of observable inputs. However, in
situations where there is little, if any, market activity for the asset or liability at the measurement date, the fair value measurement
reflects management's own judgments about the assumptions that market participants would use in pricing the asset or liability.
Those judgments are developed by management based or: the best information available in the circumstances.

The following methods and assumptions were used to estimate the fair value of each class of financial instruments:

Cash and cash equivalents - The carrying amounts at face value approximate fair value because of the short maturity of these
instruments.

Marketable investment securities - Certificate of deposit, money market funds, common stock, mutual funds, U.S. government
securities, U.S. government bonds, and corporate bonds are measured using quoted market prices at the reporting date multiplied
by the quantity held.

Alternative investment securities - Management has elected to carry alternative investments at fair value under the fair value
optior. The fair value of alternative investments has been determined using net asset value (NAV) as a practical expedient.

Investments by level at December 31, 2013 and 2012 are zs follows (in thousands):

Fair value measurements at reporting date using

Quoted prices Significant
in active markets other Significant
for identical observable unobservable
December 31, assets inputs inputs
2013 {Level 1) {Level 2) (Level 3)
Investments (including assets
limited as to use):
Cash and cash equivalents $ 799 $ 799 $ - $ -
Certificates of deposit 318 - 318 -
Money market funds 6,156 6,159 - -
Common stock 22,242 22,242 - -
Mutual funds 17,176 17,176 - -
U.S. Government securities 7,146 - 7,146 -
U.S. Government bonds 2,306 - 2,309 -
Corporate bonds 1,382 - 1,382 -
Alternative investments 7,508 - - 7,508
Total $ 65,039 $ 46,376 $ 11,155 $ 7,508
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ESKATON AND SUBSIDIARIES
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

Fair value measurements at reporting date using

Quoted prices Significant
in active markets other Significant
for identical observable unobservable
December 31, assets inputs inputs
2012 (Level 1) (Level 2) (Level 3)
Investments (including assets

limited as to use):
Cash and cash equivalents $ 372 $ 372 $ - $ -
Certificates of deposit 1,459 - 1,459 -
Money market funds 6,424 6,424 - -
Common stock 20,082 20,082 - -
Mutual funds 17,176 17,176 - -
U.S. Government securities 7,660 - 7,660 -
U.S. Government bonds 4,852 - 4,852 -
Corporate bonds 538 - 538 -
Alternative investments 4,374 - - 4,374

Total $ 62,937 $ 44,054 3 14,509 $ 4,374

Eskaton invests in limited partner positions including hedge funds. Investments in commingled funds have the potential to become
illiquid under stressed market conditions and, in certain circumstances investors may be subject to redemption restrictions which
can impede the timely return of capital. These partnerships are valued using their respective NAV, and are audited annually. The
most significant input into the NAV of such an entity is the fair value of its investment holdings. These holdings are valued on a
monthly basis by each fund’s independent administrator and for certain illiquid investments where no market exists, the General
Partner may provide pricing input. The management assumptions are based upon the nature of the investment and the underlying
business. The valuation techniques vary based upon investment type, but are predominantly derived from observed market prices.

Eskaton management meets at least quarterly with its investment advisor to review the strategy, and the ongoing performance of
all investments, including analyzing changes in fair value measurements from period to period. Eskaton further corroborates third-
party information used in the fair value measurement by obtaining audited financial statements of its hedge funds.

The following table presents Eskaton's alternative investments measured at estimated fair value as of December 31, 2013 (in
thousands):
Balance as of

December 31, Unfunded Redemption Redemption
Description 2013 commitments frequency notice period
Hedge funds (i) $ 5,330 $ - Quarterly 95 days
Hedge funds (ii) 2,178 - Annually 60 days
Total $ 7,508 _$ -

(i) Hedge funds in this category were established for the purpose of achieving capital appreciation through a multi-manager,
multi-strategy investment approach while maintainirng a low level of volatility. The hedge funds implement their investment
programs through investments in individually managed accounts, private investment funds, and affiliated funds,

(ii) Hedge funds in this category were established for the purpose of achieving consistent, positive returns, which are not
dependent upon a rising equity market, while attempting to reduce risk and volatility. The hedge funds invest with other
hedge funds and other experienced portfolio managers or otherwise utilize the services of investment advisors or other
investment managers employing a variety of trading styles or strategies, including, but not limited te, direct lending,
convertible arbitrage, merger or risk arbitrage and other event-driven investing, distressed and long/short credit, long/short
equity, mult-strategy, and other relative value strategies.
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ESKATON AND SUBSIDIARIES
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

The following tables reconcile the beginning and ending balances of recurring fair value measurements recognized in the
accompanying consolidated financial statements using significant unobservable (Level 3) inputs (in thousands):

Hedge Funds (i) Hedge Funds (ii)

Balance, January 1, 2013 $ 2,437 $ 1,937
Total realized and unrealized gains and losses
Included in excess of revenues, gains, and

other support over expenses 268 166
Included in changes in unrestricted net assets (deficit) - -
Purchases - -
Sales - -

Transfers in and/or out of Level 3 2,625 75

Balance, December 31, 2013 $ 5330 $ 2,178

Hedge Funds (i) Hedge Funds (ii)

Balance, January 1, 2012 $ 2,305 $ 1,838
Total realized and unrealized gains and losses
Included in excess of revenues, gains, and

other support over expenses 132 99
Included in changes in unrestricted net assets (deficit) - e
Purchases - -
Sales - -
Transfers in and/or out of Level 3 - -

Balance, December 31, 2012 3 2,437 $ 1,937

Investment income, expenses, and gains for assets limited as to use, cash equivalents, and investments are comprised of the
following for the years ended December 31 (in thousands):
Year ended December 31,2013

Obligated
Group Nonobligated Total

Investment income:
Interest and dividend income $ 1,192 $ 50 $ 1,242
Realizzd gains on sales of securities 2,300 90 2,390
Unrealized gains on trading securities

and alternative investments 2,536 166 2,702

6,028 306 6,334

Less investment expenses 458 17 475

Total investment income 5,570 289 5,859
Less temporarily restricted

investment income - 135 135

Unrestricted investment income $ 5,570 $ 154 $ 5724
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NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

Year ended December 31, 2012

Obligated
Group Nonobligated Total

Investment income:
Interzst and dividend income $ 1,331 $ 41 $ 1,372
Realized gains on sales of securities 1,629 24 1,653
Unreslized gains on trading securities

and alternative investments 2,269 107 2,376

5,229 172 5401

Less investment expenses 385 7 392

Total investment income 4,844 165 ' 5,009
Less temporarily restricted

investment income - 48 48

Unrestricted investment income $ 4844 $ 117 $ 4,961

NOTE 5 - DERIVATIVE INSTRUMENTS AND HEDGING ACTIVITIES

Eskaton has interest rate swap derivative instruments (swaps) to manage its exposure on its debt instruments. By using derivative
instruments, Eskaton exposes itself to credit risk and termination risk.

Credit risk exists because Eskaton is dependent upon the interest rate swap counterparty to meet its obligations under the
agreement. This risk is measured by the cost associated with replacing the agreement, not by the notional amount of the
agreement. At inception, the swap's replacement cost, or fair market value, is close to zero. If interest rates change such that the fair
market value of the swap is positive, Eskaton's exposure to the swap counterparty increases, as the cost of replacing the agreement
increases. If the fair market value decreases, Eskaton's exposure to the swap counterparty decreases. Eskaton minimizes the credit
risk in derivative instruments by entering into transactions with high quality counterparties whose credit rating is higher than
A2/A.

Termination risk is the risk that a swap will be terminated by the swap counterparty before maturity and Eskaton, due to adverse
market conditions, will be forced to make a cash termination payment to the counterparty. The termination risk associated with
swaps is managed by establishing and monitoring parameters that limit the market value sensitivity Eskaton is willing to accept.
Termination risk is also mitigated by allowing only Eskaton to have voluntary termination rights and allowing the swap
counterparty to terminate only under specific ratings downgrade triggers of Eskaton.

The estimated fair values of derivative instruments have been determined using Level 2 inputs including available market
information and valuation methodologies. At December 31, 2013 and 2012, the fair values of these derivatives were recorded in
the consolidated balance sheets at net liabilities of $5.3 million and $18.7 million, respectively. The credit risk assumption, as
required under FASB ASC Topic 820, reduced Eskaton’s interest rate swap lability by $0.3 million and $2.1 million in 2013 and
2012, respectively.

Interest rate swap agreements for variable-rate debt - Eskaton has issued variable-rate debt to refinance various debt
issuances and finance capital improvements. The variable-rate debt obligations expose Eskaton to variability in interest payments
due to changes in interest rates. Management believes it is prudent to limit the variability of a portion of its interest payments. To
meet this objective, management entered into swap agreements to manage fluctuations in cash flows resulting from interest rate
risk. These swaps effectively changed the variable-rate cash flow exposure on the debt obligations to fixed-rate cash flows. Under
the terms of the swaps, Eskaton makes fixed interest rate payments and receives variable interest rate payments, thereby creating
the equivalent of fixed-rate debt. As of December 31, 2013 and 2012, Eskaton was party to swap agreements with an aggregate
notional principal amount of $31.7 million and $75.0 million, respectively.

Terminated interest rate swap agreements with Lehman Brothers - Eskaton held six interest rate swap agreements with
Lehman Brothers Special Financing Inc. (Lehman) at the time Lehman declared bankruptcy in 2008. Lehman's bankruptcy was an
event of default under the swap agreements providing Eskaton various rights as the nondefaulting party to the agreements.
Eskaton subsequently exercised its rights under the agreements and terminated all six of its swaps with Lehman effective
November 25, 2008. At the effective date of termination, the fair value of the net liability position of Eskaton to Lehman was
approximately $12.6 million.
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In accordance with the terms of the swap agreements, Eskaton conducted a bid process with alternative counterparties to
determine the market value of the swaps based on terms of an acceptance of assignment from replacement counterparties. Due to
the absence of any bids from alternative counterparties for the swap agreements, Eskaton retained a consultant to perform a loss-
method valuation of the swaps based on a reasonable estimate of what a replacement swap with different terms might cost,
adjusted for the differences in terms from the existing swaps. The loss-method valuation resulted in a net receivable position of
Eskaton from Lehman of approximately $7.9 million. Eskaton filed the appropriate settlement amount notices with Lehman but did
not recognize a receivable for the $7.9 million from Lehman due to its bankruptcy filing status.

In accordance with the alternative dispute resolution (ADR) process established by the United States Bankruptcy Court, Southern
District of New York, Lehman filed a Derivatives ADR Notice on February 4, 2011 with a settlement demand in the amount of $15.1
million. Eskaton filed a Response to Derivatives ADR Notice on March 21, 2011 denying the settlement demand. On April 5, 2011,
Lehman replied to Eskaton's response to derivatives ADR notice and revised their settlement demand to $13.4 million due to an
error in its original calculation. Mediation commenced in August 2011 in accordance with the ADR process and a settlement was
reached in December 2011. In accordance with the termination settlement agreement, Eskaton made a payment to Lehman of
appreximately $5.2 million on January 5, 2012 as full settlement of all interest rate swap agreement claims between the parties.

Other terminated interest rate swap agreements - In June 2013, Eskaton voluntarily terminated the swap agreement
associated with the Series 2008B Bonds. In accordance with the terms of the swap termination agreement, Eskaton made a
termination payment of approximately $9.7 million to the swap counterparty. Eskaton recognized a loss on settiement of
approximately $133,000, which is included in interest rate swap activities in the consolidated statements of operations and
changes in net assets (deficit) for the year ended December 31, 2013.

In November 2012, as a precondition to refinancing the Series 2007 Placerville Bonds with a Federal Housing Administration
(FHA) insured loan, Eskaton voluntarily terminated the swap agreement associated with those bonds. In accordance with the terms
of the swap termination agreement, Eskaton made a termination payment of approximately $2.1 million to the swap counterparty.
Eskaton recognized a loss on settlement of approximately $172,000 which is included in interest rate swap activities in the
consolidated statements of operations and changes in net assets (deficit) for the year ended December 31, 2012.

Interest rate swap activities - Interest rate swap activities recognized as a change in total revenues, gains, and other support for
the years ended December 31 consist of the following (in thousands):

2013 2012
Obligated group:
Unrealized gain on interest rate swap agreements
for variable-rate debt $ 3,845 $ 429
Loss on settlement of terminated swaps (133) -
Noncbligated:
Loss on settlement of terminated swaps - (172)
Net gain on interest rate swap
agreements (including terminated swaps) 3,712 257
Obligated group:
Net payments on interest rate swap agreements (1,932) (2,496}
Nongbligated: . '
Net payments on interest rate swap agreements - (390)
Total interest rate swap activities
(including terminated swaps) $ 1,780 3 (2,629)
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ESKATON AND SUBSIDIARIES
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

NOTE 6 - PROPERTY AND EQUIPMENT

Property and equipment at December 31 consists of the following (in thousands):

2013 2012

Land $ 16,347 $ 16,301
Land improvements 17,154 16,901
Buildings and improvements 176,344 171,128
Equipment 25,620 23,988
235,465 228318

Accumulated depreciation (124,756) (115,794)
110,709 112,524

Construction in progress 4,694 1,855
Property and equipment, net $ 115,403 $ 114,379

Interest costs of $320,000 and $0 were capitalized during the years ended December 31, 2013 and 2012, respectively.

NOTE 7 - LONG-TERM DEBT

Long-term debt at December 31 consists of the following (in thousands):
2013 2012

Obligated group:

Series 2013 Tax-Exempt Fixed-Rate Revenue Bonds (Series 2013 Bonds) due 2035,
principal due in annual installments and fixed interest of 2.00% to 5.00% due semi-
arnually; secured by deeds of trust. $ 50,175 $ -

Series 2012 Tax-Exempt Fixed-Rate Revenue Bonds (Szries 2012 Bonds) due 2034,
principal due in annual installments and fixed interest of 2.00% to 5.25% due semi-
annually; secured by deeds of trust. 36,950 37,895

Series 2008A Tax-Exempt Variable-Rate Demand Revenue Refunding Bonds (Series
2008A Bonds) due 2029, principal due in annual installments and variable interest due
monthly (1.57% and 0.13% at December 31, 2013 and 2012, respectively}; held under a
bank direct placement agreement; secured by deeds of trust. 19,200 20,050

Series 2008B Tax-Exempt Variable-Rate Demand Revenue Refunding Bonds (Series
2008B Bonds) due 2035, principal due in annual installments and variable interest due
monthly (0.13% at December 31, 2012); supported by direct-pay irrevocable bank letter
of credit; secured by deeds of trust. - 43,625

Series 2007 Taxable Variable-Rate Demand Revenue Bonds (Series 2007 Granite Bay
Bonds) due 2037, principal due in annual installments and variable interest due monthly
{040% at December 31, 2012); supported by direct-pay irrevocable bank letter of
credit; secured by deeds of trust. - 11,470

Series 2006 Tax-Exempt Variable-Rate Demand Revenus Bonds (Series 2006 Bonds)
due 2037, principal due in annual installments commencing in 2010 and variable
interest due monthly (1.36% and 1.39% at December 31, 2013 and 2012, respectively);
held under a bank direct placement agreement; secured by deeds of trust. 19,015 19,435

Note payable to Bank of America, N.A, due 2016, principal due in annual installments
ard variable interest due monthly (1.21% at December 31, 2013); secured by deeds of

trust, 11,270 -

Other notes, due through 2021 2,845 2,940
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2013 2012
Noncbligated:
Note payable to Red Mortgage Capital, LLC due 2047, principal and interest of 2.45%
due in monthly installments of $32; insured by U.S. Department of Housing and Urban
Development under Section 232, pursuant to Section 223{f); secured by deed of trust. 8,812 8,962
Other notes, due through 2014 5,313 5,489
153,580 149,866
Unamortized premiums 4,714 1,162
158,294 151,028
Less current maturities 4,449 6,878
$ 153,845 3 144,150

Eskaton refinanced the Series 1999 Certificates on May 22, 2012 at a 3% discount with uninsured fixed rate debt (the Series 2012
Bonds). On June 28, 2012, Eskaton simultaneously admitted EVR to the Obligated Group and replaced the existing bank letter of
credit for the Series 2006 Bonds under a five-year direct placement agreement with Compass Mortgage Corporation. Eskaton
refinanced the Series 2008B Bonds on June 6, 2013, with uninsured fixed rate debt (the Series 2013 Bonds). Eskaton refinanced the
Series 2007 Granite Bay Bonds on December 19, 2013, with a three year bank note from Bank of America, N.A.

Maturities (as calculated based on the following paragraph) of long-term debt are as follows (in thousands):

r Ending D r
2014 $ 4,449
2015 4,410
2016 15,149
2017 21,568
2018 4,071
Thereafter 103,933

$ 153,580

Eskaton calculated the above maturities of long-term debt as if the variable rate demand bonds heid under direct placement
agreements with banks were not renewed or successfully remarketed or refinanced and were required to be repaid at the
expiraticn dates in 2017 and 2020.

The total amount of long-term debt supported by direct placement agreements at December 31, 2013, was approximately $38
million. Eskaton pays fees on each direct placement facility, which range from 1.25% to 1.45% per annum and are included in
interest and amortization expense in the consolidated statements of operations and changes in net assets (deficit).

Interest expense related to long-term debt for the years ended December 31, 2013 and 2012, net of amounts capitalized of
$320,000 in 2013 comprises the following (in thousands): ’

2013 2012
Obligated Group:
Interest on bonds and notes $ 3,374 $ 1,762
Letter of credit and other financing fees 862 1,647
Amortization of debt issuance costs 306 380
Nonobligated:
Interest on bonds and notes 601 381
Letter of credit and other financing fees 6 147
Amortization of debt issuance costs 25 81
$ 5174 $ 4,398
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The Series 2013 Bonds, Series 2012 Bonds, Series 20084 Bonds, Series 2008B Bonds, Series 2007 Bonds, Series 2006 Bonds, and
the note payable to Bank of America, N.A. are subject to restrictive covenants contained in the Master Indenture of Trust. The Series
2008A Bonds and Series 2006 Bonds are also subject tc additional covenants contained in the direct placement agreements with
U.S. Eank, N.A. and Compass Mortgage Corporation, respectively. Under the Master Indenture of Trust, Eskaton is required to
maintain certain deposits with a trustee that are included in assets limited as to use. The Master Indenture of Trust and related
direct placement agreements also, among other things, require Eskaton to maintain specified debt service coverage ratios and days
cash on hand, place limits on Eskaton on the incurrence of additional long-term debt, and require Eskaton to report material
adverse changes. Management believes that Eskaton was in compliance with the various covenants as of and for the year ended
December 31, 2013.

The note payable to Red Mortgage Capital, LLC, is also subject to restrictive covenants, including the requirement to maintain
certain deposits with the lender. Such deposits include mortgage insurance premiums, property taxes, and property and liability
insurance escrow accounts. The lender also holds reserve accounts for capital replacement reserves and residual receipts. All such
escrow accounts and reserve accounts are included in assets limited as to use. Disbursements from the reserve accounts for the
proper purpose may only be made after receiving consent in writing from the Secretary of Housing and Urban Development.

The Series 2006 Bonds, which were previously secured by a bank letter of credit with KBC Bank, N.V. through July 15, 2012, are
held by Compass Mortgage Corporation under a direct placement agreement expiring June 28, 2017. The Series 2008A Bonds,
which were previously secured by a bank letter of credit with U.S. Bank, N.A,, are held by U.S. Bank, N.A under a direct placement
agreement expiring September 1, 2020.

Long-term debt is carried at amortized cost. The fair value of Eskaton's long-term debt is estimated to equal its carrying value
based on Level 2 inputs, such as the quoted market prices for the same or similar issues or on the current rates offered to Eskaton
for debt of the same remaining maturities. The following table presents Eskaton’s estimated fair values of the long-term debt in
accordance with FASB ASC Topic 825, Financial Instruments, at December 31, 2013 and 2012 (in thousands):

2013 2012
Carrying Amount Fair Value Carrying Amount Fair Value
Long-term debt $ 158,294 $ 150,383 $ 151,028 $ 151,265

NOTE 8 - PENSION PLANS

Eskaton has a defined benefit cash balance pension plan whereby a participant's monthly rate of retirement benefits shall equal
one twelfth of the amount determined in accordance with the Plan provisions. A participant may elect an optional form of benefit,
including a single lump-sum payment. The Eskaton Retirement Plan covers all employees of Eskaton, EPI, EGRL, EVGV, EVR, EVP,
EFWL, Eskaton Foundation, and LD who have attained the age of 21 after completion of one year of service in which the employee
completes 1,000 hours of service. The Plan requires five benefit years to vest. Contributions of $2,912,000 and $2,398,000 were
made for the years ended December 31, 2013 and 2012, respectively.

Eskaten is party to an irrevocable standby letter of credit totaling $3,840,000 and $4,268,000 at December 31, 2013 and 2012,
respectively, with the Eskaton Retirement Plan named as beneficiary. The standby letter of credit supports restricted distributions
{(amounts distributed as lump sums in excess of amounts that would have been distributed as annuity payments) to 5 of the top 25
retirees of the Plan. The stand-by letter of credit would only be called upon in the event that Eskaton terminated the Plan and
assets were insufficient to meet the Plan liabilities. Management has no plans to terminate the Plan and thus performance is not
expecied to be required. Management is therefore of the cpinion that the fair value of this instrument is zero.

Eskaton also maintains a Supplemental Executive Retirement Plan (SERP) that provides supplemental funds for retirement or
death for selected key employees of Eskaton in the event that the Eskaton Retirement Plan benefits of such individuals are less than
the specified target. The SERP is a nonqualified plan intended to meet the requirements of an ineligible deferred compensation plan
as described in Section 457(f) of the Internal Revenue Code of 1986. The benefit under the SERP is offset by certain portions of the
Eskatcn Retirement Plan. It is expected over time that the benefits payable from the SERP will be nearly completely offset by the
cash balance pension plan.
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The following table sets forth the plan's benefit obligatiors, fair value of assets, and funded status at December 31, 2013 and 2012
(in thousands):

Eskaton Retirement Plan SERP
2013 2012 2013 2012
Benefit obligation $ 24,291 $ 25,213 $ 385 $ 279
Fair value of assets 22,631 19,011 - -
Funded status at end of year

(liabilities recognized in unfunded

pension obligations in the consolidated

balance sheets) $ (L660) $ (6,202) $ (385) $ (279)

The accumulated benefit obligation for the pension plan was $24,025,000 and $24,922,000 at December 31, 2013 and 2012,
respectively. Net periodic benefit cost recognized and other changes in plan assets and benefit obligations is excluded from excess
of revenues over expenses in 2013 and 2012 and were as follows (in thousands):

Eskaton Retirement Plan SERP
2013 2012 2013 2012
Net pericdic benefit cost recognized $ 1,839 $ 3,090 $ 22 $ 57
Other changes in plan assets and
benefit obligations recognized in
accumuiated unrestricted net
assets (deficit):
Net actuarial gain (loss) 3,375) 380 83 (380)
Szttlement - (790) - -
Prior service cost {94) 32 - -
Total recognized in accumulated
unrestricted net assets {deficit) (3,469) (378) 83 (380)

Total recognized in net periodic
benefit cost and accumulated

unrestricted net assets (deficit) § (1,630) $ 2,712 $ 105 $ (323}

The net loss and prior service cost for the Eskaton Retirement Plan that will be amortized from unrestricted net assets (deficit) into
net periedic benefit cost over the next fiscal year is $462,000 and $124,000, respectively. The net gain for the SERP that will be

amortized from unrestricted net assets (deficit) into net periodic benefit cost over the next fiscal year is $14,000 and $0,
respectively.

Weighted average assumptions used are as follows:

Eskaton Retirement Plan SERP
2013 2012 2013 2012
Discount rate - benefit obligation 4.40% 3.70% 4.40% 3.70%
Discount rate - benefit cost 3.70% 430% 3.70% 4.30%
Expected rate of return on plan assets 7.00% 7.00% n/a n/a
Rate of compensation increase 3.00% 3.00% 4.00% : 4.00%

Eskaton's expected rate of return on plan assets is based on the portfolio as a whole and not on the sum of the returns on individual
asset categories. The return is based exclusively on historical returns, without adjustments.
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The following table summarizes benefit costs, employer contributions, settlement payments, and benefits paid during 2013 and
2012 (in thousands):

Eskaton Retirement Plan SERP
2013 2012 2013 2012
Benefit cost $ 1,839 $ 2,302 $ 22 $ 57
Employer contribution $ 2,912 $ 2,398 $ - $ -
Settlement $ - $ 788 $ - $
Benefits paid $ (1,696) $ (2,673) $ - $

Measurement date - The measurement date used to determine pension benefit measures for the plans is December 31.

Cash flows - Eskaton expects to contribute $1,970,000 to the Eskaton Retirement Plan and $0 to the SERP during the year ending
December 31, 2014.

The benefits expected to be paid are as follows (in thousands):

Eskaton
Retirement
‘ ar Ending D r Plan SERP
2014 $ 2,369 $ -
2015 2,241 -
2016 2,040 -
2017 2,048 -
2018 2,003 -
2019-2023 8,861 -

The expected benefits are based on the same assumptions used to measure Eskaton's benefit obligation at December 31, 2013 and
include estimated future employee service.

Plan assets - Eskaton's investment policy for the Eskaton Retirement Plan states the overall investment objectives of the account.
It also contains a target asset mix and asset mix restrictions, which in combination with the skills of each investment manager
should achieve these objectives.

The objectives of the account are expected to be pursued as a long-term goal designed to maximize the returns without exposure to
undue risk. Each investment manager's greatest concern is expected to be long-term appreciation of the assets and consistency of
total portfolio returns. Recognizing that short-term market fluctuations may cause variations in the account performance,
management expects the account to achieve the following objectives over a three-year rolling time period:

¢ The account's total return will exceed the increase in the Consumer Price Index by 3.0% annually.

e The total return will exceed 8.4% annually, net of fees.

Target Asset Mix Table
Overall Portfolio

Minimum Target Maximum

Asset class percentage percentage percentage
Domestic equities 30% 45% 60%
Real estate 0% 5% 10%
International equities 10% 15% 20%
Domestic fixed income 15% 25% 35%
Alternative investments 0% 10% 20%
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The asset aliocations of plan assets at December 31, 2013, are as follows (in thousands):

Fair value measurements at

December 31, 2013
Plan assets
Quoted prices in Significant Significant
active markets for observable unobservable
identical assets inputs inputs
Total (Level 1) (Level 2) (Level 3)
Asset category
Cash $ 230 $ 230 $ g $ -
Money market funds 328 328 - -
Common stock 9946 9,946 - -
Mutuai funds 6,785 6,785 - -
U.S. government securities 294 - 294 B
U.S. government bonds 700 - 700 -
Corporate Bonds 525 - 525 -
Guaranteed investment account 477 - 477 -
Paoled separate account 94 - 94 -
Aiternative investments 3,252 - - 3,252
Total pension assets $ 22,631 $ 17,289 $ 2,090 $ 3,252

The asset allocations of plan assets at December 31, 2012, are as follows (in thousands):

Fair value measurements at

December 31,2012
Plan assets
Quoted prices in Significant Significant
active markets for observable unobservable
identical assets inputs inputs
Total (Level 1) (Level 2) {Level 3)
Asset category

Cash $ 122 $ 122 $ - $ -
Money market funds 420 420 - -
Common stock 8,255 8,255 - -
Mutual funds 6,476 6,476 - -
U.S. government securities 668 - 668 -
U.5. government bonds 574 - 574
Guaranteed investment account 807 - 807 -
Pcoled separate account 79 - 79 -
Alternative investments 1,610 - - 1,610

Total pension assets $ 19,011 $ 15273 $ 2,128 $ 1,610
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The following tables reconcile the beginning and ending balances of recurring fair value measurements recognized in the plan
assets using significant unobservable (Level 3) inputs (in thousands):

Hedge funds
Balance, January 1, 2013 $ 1,610
Actual return on plan assets 142
Purchases N
Sales -
Transfers in and/or out of Level 3 1,500
Balance, December 31, 2013 $ 3,252

Hedge funds
Balance, January 1, 2012 $ 1,527
Actual return on plan assets 83
Purchases -
Sales .

Transfers in and/or out of Level 3

Balance, December 31, 2012 $ 1,610

There were no significant transfers between plan assets with inputs with quoted prices in active markets for identical assets
(Levei 1) and assets with inputs with significant other observable inputs (Level 2) during the years ended December 31, 2013 and
2012,

NOTE 9 - ESKATON VILLAGE CARMICHAEL

EVC is a multi-level continuing care community offering independent living, assisted living for those residents needing assistance
with two or more of the activities of daily living and residents with cognitive impairments, and skilied nursing for all other
residents. EVC is located on a 37-acre parcel of land in Carmichael, California, and consists of the following living units:

Number of
it type units
Apartments 201
Cottages 94
Assistad living 38
Assistad living - special care unit 20
Skilled nursing 35

Residents of the apartments and cottages pay a membership fee and sign a membership agreement, which has been approved by
the Continuing Care Contracts Branch of the California Department of Social Services. The membership fee is refundable only from
reoccupancy proceeds. Residents may resell their membership to another qualified individual, and Eskaton receives a transfer fee
of 10% of the original membership fee amount, capped at a maximum of 10% of the new sales price. In addition, appreciation in
excess of the original membership fee amount is shared equally between the resident and Eskaton.

During 2012, Eskaton introduced membership contracts with refundable membership fees, which are deferred and amortized on a
straight-line basis over the five-year refundable period. Unamortized refundable membership fees totaled $1,016,000 and
$460,000 as of December 31, 2013 and 2012, respectively.

Eskaton s obligated to provide future services and the use of the EVC community to the residents. Residents are charged monthly
maintenance fees, which are used to pay routine operating expenses of EVC. Management has determined that the deferred
revenue from unamortized EVC membership fees and future monthly fees exceeds the present value of the net cost of future
services and use of the EVC community to be provided to residents as of December 31, 2013 and 2012, discounted at 6%.
Accordingly, Eskaton has not recorded a liability to provid: future services as of December 31, 2013 and 2012.
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NOTE 10 - SELF-INSURED EMPLOYEE HEALTH AND WORKERS' COMPENSATION

Eskaton is self-insured for employee health and workers' compensation up to $150,000 and $1,500,000 per claim, respectively.
Eskaton maintains stop-loss insurance policies for employee health and workers’' compensation with limits of $0 and $25,000,000
per claim, respectively. Accruals have been made for estimated liabilities, including estimates for incurred but not reperted claims.
Eskaton has recorded a liability of $1,372,000 and $1,298,000 at December 31, 2013 and 2012, respectively, in relation to
employee health. Eskaton has recorded a liability of $9,166,000 and $7,897,000 at December 31, 2013 and 2012, respectively, in
relation to workers' compensation. Eskaton is required to participate as a member in the State of California Self-Insurers’ Security
Fund, a not-for-profit mutual benefit corporation, to secure its liabilities for self-insured workers’ compensation. In Eskaton's past
experience, no claims have been made against this financial instrument. Management does not expect any material loss to result
from this off-balance-sheet instrument because performarnce is not expected to be required and, therefore, is of the opinion that the
fair value of this instrument is zero.

NOTE 11 - PROFESSIONAL LIABILITY INSURANCE

Eskaton maintains claims-made commercial professional liability insurance coverage with California Healthcare Insurance
Company covering losses up to $5,000,000 per claim, annual aggregate of $15,000,000, with a $10,000 deductible per claim.
Eskaton also purchases excess professional liability insurance coverage of $10,000,000 per claim and $10,000,000 aggregate over
the primary insurance coverage limits. Eskaton has recorded a liability of $1,335,000 and $1,334,000 for the tail exposure at
December 31, 2013 and 2012, respectively. In accordance with FASB Topic 954-450, Health Care Entities: Contingencies, Eskaton
has also recorded a liability of $1,679,000 and $1,629,000 at December 31, 2013 and 2012, respectively, for estimated claim
liabilities insured under its liability policy. Any related insurance recovery receivables are recorded under due from liability
insurer in the accompanying consolidated balance sheets.

NOTE 12 - COMMITMENTS AND CONTINGENCIES

Eskaton is a defendant in various legal actions arising from its normal conduct of business. It is the opinion of Eskaton's
management, after consulting with legal ceunsel, that the outcome of such matters will not have a material adverse effect on the
consolidated financial position or results of operations of Eskaton.

NOTE 13 - CONCENTRATIONS OF CREDIT RISK
Eskaton's financial instruments that are exposed to concentrations of credit risk consist primarily of its accounts receivable.

Eskaton's operating facilities are located primarily in the Sacramento, California, metropolitan area. Eskaton grants credit without
collateral to its patients and residents, most of whom are insured under third-party payor agreements. Receivables (before
allowances for uncollectible accounts and net of applicable contractual allowances) from patients and third-party payors at
December 31 are as follows (in thousands):

2013 2012
Medicare $ 1,119 $ 1,099
Medi-Cal 1,382 2,130
Other third-party payors 4,771 4,296
Patients and residents 1,349 1,069
$ 8621 $ 8,594
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NOTE 14 - FUNCTIONAL EXPENSES

Eskator: provides health services, residential services, and community service programs within its geographic location. Expenses
related to providing these services are as follows (in thousands):

2013 2012
Health services $ 41,330 $ 39,729
Residential services 54,085 50,790
Community service programs 1,192 1,134
Fund raising 897 800
Generai and administrative 11,709 15,806

$ 109,213 $ 108,259

NOTE 15 - HEALTH AND SAFETY CODE SECTION 1790(A)(3) DISCLOSURE

The following disclosure is made pursuant to Section 1790(a)(3) of the California Health and Safety Code: no reserves are being
accumulated for identified prejects or contingencies.

NOTE 16 - SUBSEQUENT EVENTS

Subsequent events are events or transactions that occur after the consolidated balance sheet date but before consolidated financial
staterents are issued. The Organization recognizes in the consolidated financial statements the effects of all subsequent events
that provide additional evidence about conditions that existed at the date of the consolidated balance sheet, including the estimates
inherent in the process of preparing the consolidated financial statements. The Organization’s consolidated financial statements do
not recognize subsequent events that provide evidence about conditions that did not exist at the date of the consolidated balance
sheet but arose after the consolidated balance sheet date and before consolidated financial statements are issued.

Subsequent events have been evaluated through April 24, 2014, which is the date the consolidated financial statements were
issued.

Page 27



SUPPLEMENTARY INFORMATION



82 aind

. .

VT o7 WEoT W7 T T T 0 Lo a5 o 5 e o ey saie iy,
E7TLL TozzeT TSEST - B ors 3 B — Wt I6TET - S65ET 56T (3 3
N TEosel E05E e B - B - B - E0S'E B - B unpaod
WALING J0 390 ‘sapel pageral Way ang
SO¥'L (szz'1) 0697 nirs 8z’ 506 906 - 906 RLUi]
v60'y 60 5 L 280 80 = & - L0 SSuLap UAREAUADL Al BYUEW MEPNESY
5E9'7 SER'Z ¥ 09E 'z )73 3 Sl EiT 15 (148 13U “isua Bupury patsajag
6L9'7 = 650 . - 649'C 620°T = . 6L9'0 Bansu| Ay wioy sng
050t - s - - - 0507 50T : 0s0° R 0y A|qEIRAR P
“E e asn
EOVSIL £0¥'STL az +is S60'8 1231 288 W've (e9n) 01996 SYEYL 559 9616 LS8 3au Juauidnba pue Liaduag
49z't a9zl 892l N = - - - o - - uALyranug
9ETE 9£26 L1154 - - ¥ - - 24 - 9Lt BEWT oz 609'% PRINFY UALND o) pasnbas
JUNIUWIE J8 3311 *5N 03 S PaYy)| 13-y
V80'aL 18] STEEL V5 (133 (3 09VT (L3 33 TASSL - ZB55L V52T 50 [ €692 342 B [esoy,

B [E0)) i B [[A3 - - - SE 5/ 0 5€9 = - - 5E9 »ed parerR wwy) ang
wL ¥ 8L 2 - 9 4 - ¥ EEL EEL (11 &L 8L LLy s2-wad:a predasd pue iodag
o8 - vBL - . 1 L ; B 224 £ 9 € 9 L5t sBMOuaA]
i - (7337 BI - €2z 18 991 9 LEY'E - LE9'E 62z st - L6E'E 2148 1B IIRY
[423] 29EB - - I3 [£3] - 65 (114 6628 113 1 LS ey T30 ‘elyeARIA KUAEIY
L1y ey B - 51 - - - 595'4 - 5956¥ 591 J - vy suwaunsaau
[1d - arg - - - 17 s - o - LY - 6L 151 28y 0w e eI sja ey
55008 $ - s ssunr $ 55 S T <V P ooezl § s e $  veoe $ - £ veLt s ozt s ELL $ $ 0 Ruanbe E7e pue ysey

BRI RTERYT)
masiy

PREP|[GRUED B [ wopEpuNS] e <por AR Summsio)} T PaNqIO] ey =01 lmasay BpoT BIieA sseiy

uoEysy ameapy puogimEmoy alepa srenpesy dnosy dnosy dnosn adenqia JaApy plon alley|Ip voyewsy
b ] unjesy ejuIoED paedno paiedyiqo puiefiqo L] uoyEsy
uoey uneyg noyeysy
?_Eum-oﬁ uj)
€10Z ‘1€ Jaquadsq

LAAHS IINVIVE - FINATHIS ONLLVATIOSNOD

SAMNVIAISANS ANV NOLVHST



62 abod

ISz ICEO A T e v T vt F e v T s 050161 3 Tsoeal “Emzor T €501 1) T
VL (G L] 020 (3 S6ZT (3743 B (153 Tor1) Teo1) 6] Booe) oG e] |95 7] [
€ES - 3 €ES - - B B g - - B B - - -

£00'T . £00°T 566 - - - - B - 1 . - ]

S26'S (szz'} 0514 08877 o8 5621 visz (144 [(3:91] (691) (ovg') (920°%) (906’ {os, WHDT
£S9'L0T GHEH P53 291 v moa 7S5 DT BT Tt TVET61 = ZHELHT veT GOTET £0TLT GLTGLT
SLIEL - SLIET g B - g - - 9LOEL - S8l B B - 9ZUTT
SPEFSL SHI'ESL - - BELS oY * 30'0%1 £90°041 525'81 £¥5°E1 LE0'9Z w6ty
0zzz (E05's) £ZLYE 29 - otz [11%] - + 621z - 6Tz L0 v 51 £z0'L

- Te0ss) EO5'E - - woT'E EOVL B B B g = - - - B
SHZ " s9g 0 - * i * 1o0¢ 10 Bzl b 51 £S5
vou'y »60Y - 9 4 - - L8O} . 100 : 6 - By
o'e YLOE = . - : E . YI0E . vioE . - YIOE
sH'Z S¥'e - : s E sW'7 = sH0'Z : SHo'E
DUE'S S0E'S - 90g's 90’5 66T L5827
99 9L¥'9 - . 9Ly 924’9 = - 9Ly
RV [ ESS61 13 ¥ Z6L (=3 (3 001 VZELL g FIELT [} [LZ] S50 ZLEST

- () 1A ] - V2 ¥l 5 B 902 = 507 - B B 507
886 BBG - + £ #1 - £r ¥56 - 56 z L o1 SE6
SEL 564 g ar ur - - 669 - 669 zu [ a¥1 068
2LE ] 2L . E . - - 2z el - B : 26T
069z 069'z - - - 0692 0692 : uey'z
€29 = ££91 9t - E¥ o £4 EE (1341 (1351 75 w 68 O0ET
592 = S9¥'2 - ER € [1131 91 EBI'Z a1z 911 96 1] o't
£ (373 ¢ 9v " : € 2041 - wue't apt 6§ 16 us¥l
S9E 3 SYE - - 59¢ - 53¢ A I3 1€
zE1'e ZE'T - - - - 2E1Z . 341 - - - IErZ
(1153 5 - § G $ $ - s sa s wor E 5 5 eIy $ - £ sy 5 oW ovE § 759 LI 7744 H
Poiepy[osuE) SuopeusyE [ topupuney ulijrag a3pay 3asaoelg uensio) umesy WoU[qUID) RuIREpY woL alprasoy =HpoT Aume vemin “au] sapaedodd

uoqey ey amuary Poo ey aFeqa smmpmay duosg dnosy dnory adejA 39414 progy ashuj(ia uoaesisy uoyEy g
umery uojeysy BjRI0fHE) puiedfiqo paedigo parednqo nojessy ROENA
unesjsy wnyeysy g

_n—.__un:aﬁ u1)

(Matjop) siosse 190 pue Lappyey (o),
(Q1Ryop) Hasse 100 g0l

519748 10U pa1aMIsDs ANuauBwI

SI0S5E VU pNIUTA Aesadussy,

(wauap) <sor-erau paragaoaug
{1pyop) steuse 1oy

$apy

uornd a3 ju jou ‘s3a) dnpaaquat
MDD POTIICWEUR WAl SN PALIOgIQ
I W TUOLIN J0 10U 43P wLr-duer]

unr10d UB44NT Ja 1au % murd pojei 01 ang
110
sisodop usNEE/UDPISI oo DITE0t Y
Ayl reuupsajosy
voned)iqu uojsuad papunjugy
nawoo.ile dems a1 1-uoiup
uo0d DN Jo 10U
“uopisUadaIod SII05 PAINSULOS
wonmye Jawio
qe) asma oy,

anred pmegs o ang
)
1524010
uejd yijeay aafopdwa pasnsuryps
[
Ppaansu)-jps o wopuod oL
uuney
soxm jjouded puE jjosfeq
ey ponaay
ajqeded siunoaay
Sun Y00 pordnasoun ua sysudag
$39) disaquiaw ) pazsiioweun
0] NUIADS PaIaIaP 0 Supted na.Ling
op i n-Huoy Ja sarumets 1wamy
WALy

(pyaq) spa:e v 19N puE spIHqUET

£T0Z ‘1€ Jaquadaq

(ponupue)) LIHHS IINVIVE - TINAIHIS ONLLVAITOSNOD
STRAVIAISANS UNV NOLVIST



o€ afing

€BTTT - TOZZ1 269] ToT W T = Tod VISEL € TISEL 9087 T &0 EIVEL ~asnadxo 00 aradun g0 pue
suped anuz<as o [Rauragap) ssary
THIL B T 0ST - - - - B 2669 B 2669 9T S17] ZT#, £579 19u [sasuad. 3) anua.>1 ugesadouou o,
T061) 3 Tae1) 2] - - T T - Tgat] 3 Toai] ToT B ™ [G0) a4
&4 - (2er) d . (ze0) (zeD) () (55) (ow) ko Juamanlaa Apes w - o
oaL't oI o oy BEE'L (ar) (7] 6 SILANIE dows e Jsasaug
rzLs va's ¥s1 . - 08's 048G {a I + 186's (-vo1) 3wo3u) juaugsaauy
(- 35unilya) anuaaza Bmesdouny
WS - 257 zva) (2] ) BEV - G2 6 €59 (3 € ) (L] suupy: zada woy [+ of) aumauy
BIZ60T o) Tieorr (43 3 BEVY (i3 88LT ESPY [Ga0)] TG 69E'5 a9y 019 (241 £suadio Supesoilo (oL,
(3 B [} - E : - - T B 61F 0 = T R QUNDIT H{qUIDYEINI Joj UD) sy
vLI'S ber's . : BUE ZE . - - zvse 8" . 68 SEZ LL0WE pun sty
2206 220’6 6 e 298 [3¢] 3 6) 66L'L za abs 068 G188 uspenaidaq
L5V'L (zy) a8'L us 1 EBL 161 - 90z LE9°9 0z o0zz b2z LE6'S o pur wensu)
281y woLY z 2 622 81 ¢ B5LE ‘0z zz e 0E0'E =
11ZE ne'e - (13 L4 : L - LPUE £ L 2 L0 050 AEny
9852 lozm) 90B'L 99 H L] a9¥ - LEL foren) £aL'L L1 74 468 LaL Luy's “TAAS P ey
TEL'S 7)) 621's ¥2 - 202 152 ol ¥ 855 hE €€ 74 oLy’ sapding
6BL'L 607y 123 0z 3 J ¥ e 33 5z 9L 590'L $30) [BUUF Yo
15891 1Ew91 VE - 2] 69% 529 677 zELYL 99 (153 185 37748 siyaud aakojdurg
LEESh EEEGH ¥6E woL 6531 315 [N voi'ey 6261 seet 0s4'E OVE'LE ssile pue soejes
o wade
FERLT [0 ZSSTT 309 - T56€ 343 [0 [ GeBZ0T (1) ST0501 Go6'S €26 Z109 Zzie Hocking saio pue ; umd * viuasas e,
1962 Teson) 650G 509 - TE [2%3 ET43 15 BES [L1551) Eiz] 13 w5 3 T955 1au a0
zov'us z z00'es - 196 Sely - 95708 - 99z'05 OLE's |70 0oL SUEPE 0 ijysiaquiow (33 40 uogie: prouse
HuppmauL ANu2AD 3d1As0s JuapIsay
16628 ¥ - S leEzv s - s 3 3 - B - s s vEdw 5 - s v $ - § - s - s ww s anuanns aajasas uaged N
aaddng soqq0 pursmed anvosmy
$PYep) B 2100 papuEan
PUIPOSUT) SucpsuwE 0L uofepuRoy L= FpoT SMATRE SRR ungey Pouiqu) usunspY [ Siassoy gy Zonea oin Sl Radeng
vy angear Poomumunoy odeia umnpEay dnoag dnoag dnary agema 42a14 ploy afejtin noresy 3 ooy
voEHs; Rojeysy oD paefjao vaedigo panyq uorEyy uoeysy

uoeqsy nomysg uoreRry

Gruesnotp up)

£10Z ‘I€ 19qWiadaq papug Jeax

(LD143Q) SLASSV LAN NI STONVHD UNV SNOILVHIIO - FINGIEHDS ONLLYATIOSNOD
SAMMVIAISANS ANV NOLVISA




1¢ afng

oo Beu T eT—7 T 3 T2 I 7 R B 7 S S — % oY CCE I 2 - s i w2 T Two v WU v W ua4 30 pua *(atayap) sic seiaN
90 52T, [CH{] 622 62 LT (7543 Z0ET Tosozn) (1) TCeaon] [E3) TTe6 ] 95y 5L 4ead go Jupucgiiag QRYIR) 99 e
£28'51 $ - §  szesL H 514 s () 5 [opel $ GEF $ - H £ §  6ES'SL $ 6 §  0BSSI 5 6981 3 sz0't £ () ozl $ (10g9p) 2w you uj afiumyy
EES s - s [ S st T - £ - 3 - ¥ * E - A - 3 E = E - $ = s - ] = 3 J0adj0 pua 'aciE 3au PRIy 1 AguRuruLay
[ 225 25 ua go Huriugiay ‘aarse 1o pajp 1 Apuaneusiag
L] ¥ Ll 0 & 300 posaprer

Apsuaueusiod uy adumyy
T — i T - B B T B 1a130 A8 4sn.s g play stasse uy aducsy
L7 T £ 3 L H 1 1 T 3 1 ¥ b i 1 1 H $ $ VRIWSUPUD Jo SUURAGRINY)
FMLIC I0U PRSI Suoucuns,)
w5 T W7 =2 T B - —s = -3 = 3 - ¢ 8 3 = s 3 - = A 5 7 3 23410 pus 12852 19U Pafapsaa Kaesodun
ES8 . £58 S¥8 - - - ] - 0 B - - - [] eak 30 Supuugday “39: SE 100 nAe 1 Aeiodua,
os1 - os1 081 - - - - QEBSE Y0 paaLy 2
Agpeaodaey vy atiueyy
Tees] B GEE] ZEE) - B - = - 5] B @ - B B @ ganesado so; pan
UORIELT RIOY PASERRI S0 BN
L 6l SE1 - - - - 2WooU) DA
VT ' L beL L [ E] ] ] 3 § . s ¢ $ LR 1 $ . H t t ¢ % suannguuLy
“198330 PRSI Auewduiay,

TeE T T RIT—T TT ¥ "0 T e =T YTy - < Wy T W v Ty T TBom T G ot T Tt 4eak ju pus D) 1227 300 pajapariasey
e7x3 Gzt Tersel GIPT 3 WLT SITT - 53 Gsoar . W Toasat) G Ties el 95%) TEL wf go Bujuuiliag "royap) syasve ou Pk
69951 699'5Y 133 () (9vv) [1:3 : € 68551 6 0BY'5L 6981 seu't (vur) ozl {Wpap) sasse

19U pARLEIN Uy ey
- - £29 - - - - 8L Tz - e (] Tt 8IE Tezezl IR PATRL UIZA2 SIAYSUPL,
9 SEE - - 9BEL IEE - - 98E¢ 103 ugjsuad aypopad
32U umg sag sslueyd gl usisuag
48 $ - 5 5622l s (ze) 5 ) $  (ow) $ 65k ) s (e $  bSEr $ 5 3 S98L $ dou't 5 (z=) $  (ews) H €71 5 (22 atted) 5 rzuaddy 43a0 320udns
4230 pue - uled 2nu3AA o (aurIYRR) By
PaEp{osTo) Suopeumly ™oL dopepunoy wdjsaq Spet ERYeT] sueasma) [ECT=] ponjqua)y SRy 0y Saesay o8po Zairea sswan Suj sapdadosy
vogey g aIqeATT pooMUImuIng ofettia. axenyyEen dnasgy dnos duosy oFea S3ARd PO #BeIA uoyesH voreyx
uoye wolensy BILION D) poelfing puelngo pxediigo LT 0] vayey]
uosers3 uneysy vogeNsy

_n—:.nﬂ_oﬁ ur)
€102 ‘L € 1aquEada(] papuy Jeay

(panunues)(LD14Ha) SLASSV LAN NI SIDNVH) UNV SNOLLVHAHO - TINQIHDS ONLLVAITOSNOD
SANIVIQISANS ANV NOLVIST




z¢ abog

156 H - 5 e s - $ 5 ze $  sez $ 0y s o s oz s oor $ en s elez s
i e Sl 1) 14 T = T T W3 meooT TTT ——T Wy —— e il T ST T T TOT £
BTy - TOLL ] 00 53 789 g ] (i) - [y ] 60LT E3 i3 0T

14914 - 8T [13 {¢on) 114 L0 zz k43 999'L 999'T m 173 oz L2 iat
Twooon . T oo @ L — 53 Tewer TI TiZ N — G0T [ Taray

= B N 59 Ga) ] Toen) I3 373 To5'T] 7343 BIE el
(512'5) - (o12%6) - - d - - (o12'6) (evsz) [ {one'2)
(ouy1) - oy} - (mo¥'1) (1v2) {299) (D)
(eLc'68) - 0.45'68) (sen) Gasn (£vT'6s) (oz¥) o211} (ses¢z) (995 42)
sE8'99 6£8YY . 6E0'9Y 6EH'9Y - GYEYT sz LIB¥E

s 5 5 - - - - -
4] [543 21 £zl 61 01
(sez9) (s22'9) (s229) [(7247) (sz29)
[G75] - Gz T3] s 612 B @ Toezs] - 0c£5] D] Gz TEOT Gsze)
Trozon - Tozor) [C]2) T556) (1] B [723) Tz06) B z5e} @9l ooy 6%, [E )
90t 910'E 8 - - - 626 6267 - r 6267
(e62) {06l [0 - - - - 1966) {966) - (568)
EI¥06 zZI7is E06 . 6Z - - DBY'SE 08t'58 hEZe 065
(Bs1'68) (Be1'ea) (wes7) (v6) (o520} (9z5'20) {os¥e2) {ez615)
SZT61 B 1G] T2 @ 7L E33 T 099 eIt 0zl [ TSP £ GO6OT
Tear] Te07) [[3 v 9 Teer) T6ur] B € H Tz:#)
(osor) (asa'r) - . - £ (ogo'r) (os0't) - - (os'1)
BIZ'T - 6127 [ ) 9T 3] 8 @n £00°2 BU0'Z 99 08 Bar 6587
e e @ @ (s (o) (e2) 2 e ST a (6o1) st [
BE (] - d [42] - - 2R 20 - e
£3E e ) & 16 o7 noz L 2 2 2t
iv 2E 5 5 @ - 3 |3 @ L4 k4 [
(v9) - (9] ase e¥1) (52 [} s (922) {9L2) {uzz) ae) 99z (162
EE1 551 - 550 [114 551
£92'9 - £92'9 £979 £929 - €y
2L . 21 2L 2l 73 4 u
O] {8) (s) .

- [e29) (1] uE i {go} Lern) (e} 6267

[ 2y T 1 (133 8 8% 1 e
@1e) [(4744] - [£4745] (1) (vz1'g) 2 9 (euo1)
eee) (ogv's) {opet) (ogeg) - fonee)
(=09's) {g0y's) eer) (o:'5) {ozw's) loars)
& . 69 Lz 961 961 5 & 13
lessn) (93") - - = - Gosn) - Geosn) - - [z9s)
e 16 - - 7 3 - 90 N 90¢ 95 uz 6t L1
20 zz0s 6 3 295 EI9 sh 06LL (e) 8622 20 1] 068 618%

S35 i 5 szO'st £ e ¥ Ly) $ (o) s (24 $ € 15344 1 6 ous'st H 690 $ 707 § bwn i ol i

ParEpjfosee] BT = wopEpuno dreq Bpot EL ) oy puTIqmo) ETrg [E Ay “apo Zotien soein Tu) sonaadesg

uoyeysy aparary PoSMurmuUnGy sy dnosy dnosy dnasn adeqip 224 ) ede|nA vaynEy unyegg
uoygsy wopmy.3 L) Paptyge PO paidijoo uojer 3 nowE-3
wojeyy uomyry oYy

wasapy a0) pied ysey
amnpsp jewawaddog
4 jo pua usgeanba 4ito pue ysen
are4 o Supaiiaq “uspeaina yso pue oy

wuajeainba o
PuE ysea wp {ase120p) &2 um AN
|planoe dupmueny
(w pasn] &y papiaval yseaay
SIS PIITIAL WYY anp/n anp uj aueys 1ay
sdems parewusel o WawagNas uo sjuawAdey

03D wat-duoq
SuIMis1107 B121-Bu0) o) SpaEOLIG
ey pasaug

Bun 2 pardnaduum wo sirodap u) aduery
STASSINY P B 31 213)
Aaltam thaoueuy wayy -.sup ysey

sania e Gup sy
{1 pa) g paptacud yseo yan

wawdinba pu Asaidosd oy saamypmeadig

SUSINSIAY O SafER Wog) TpasILAG

SuSW W Ju gasknaang

201 pAM NI0s B J0 S0 Wos) $P2300s

oML 19548 Ju asmy2any
S ARIARE JUs 3au) W sop e

Aanoe hyesado
(u1 pasm) A papiawid ¢ voN

salggyeIl Jamo u) abiueyy

voneiiggo wopsuad papungun uy aguet)
SIUPAEY PanIae ) altuey

ayeded sunuae uy suey)

fuve a0 u) tary)

~asuarba predosd pue sysadap u) duoyy
~piauan u) s

sapquaraaas u Sduey

annel puv e duy

199p Jo reamifidas A3 ua woiry
swopnginu

P32 Auaueussad woy spasavag

S3[11Ua PAILjal UaIMIAY S13pTULL),

v asaw) o anjea
1503 un) 33 aypapsad
12U B 23V SETULYI PajelRa U 19
nuaREaay ua
$u[nd paryjeasn pue pazijees 1oy
2 1 5w payug sio-
ua s3] (suped) poxgieaaun pus paiiea 1oy
18] dj130Wa 1 IK) J0 UDREFOIY
612 Jujaueu} pavsayap Ju uupEZRIY
vopepasdag
AN Suesesdu (u) pasn) Ly
paprasd ysed 1au oy (1yap) s1asee 1o up
S8y BPUaIA a) spudur nipy
(03p) - = 12w u) sty
“3la110n Rureaady woa) sivoy sy

‘GGpuesnoga uy)

£102 ‘L€ Joquadaq] papuyg Jeay

SMO' HSVD - FINATHDS HNLLVUTTOSNOD
SINVIAISANS ANV NOLVIST



£¢ abing

Figent % g [ TAT T ¥ 5 ThT el LR 2% S8t § et “%0Cv oy “ove § ceems 3 s19¢7¢ 101
908771 - [G3] 6HE'S - 581 k] [34 SL 65 A S90°L
0SS - - - - - - - - - - £0S'E uopod JusLLInd
$033u ‘sapsed peje(as wodj eng
906 (eg) 6£€ - - - - ) - 009 a0
8L - 550 - b - 141 g z - 0y-2dap Juaped AUBPISHI [19qDIN S1BIIUSSY
0657 . s56 s S8r or 61 #9 €5 41 ££2 33t 'sjs0a Bujaueuy passajs(
6L9' . - . - - - - - - . 6291 Aensu| Aqey woy sng
0501 . . . - . . - - . 050' ajes 10) aiqe]ie e pue
i79sse a0
1¥5'65 . 161 S6S'EE 92 £20'ZT 6892 0e8'T 668'T (11754 266'T 0pz'T 91E'T 19U Juawdinba pue Huadolg
609 - Z8S'E - - E . : - £20'7 SanLgs!| uaLND Jo]
paJmbaz JUNowE Jo 19U 'ash o se pajy NIssy
E69°ZL - Tz 09L'st 6€9 L3 [ 62 1261 wz9'e SYI'T Y1560 §1355B USLIND [£10],
SE9 B B - B - - - o - - SE9 sapted pajejis woy ang
LLY - 9 591 zr ¥1 ] (113 058 5 55 ZZE sasuadys piedad pue syjsadeq
L5T * * [24 H 8 S (4 L4 x4 6T L4 TauoquaAuf
€6E'E - - 20z - N - - 14 z . [:1 44 s9]qE-1asal Janp
e . 2 1T 229 11 {s) 91 fa2:24 6557 00z - 19U ‘BjqEAI3232 SUNCITY
006 - - 88.'8 - : - N - Z19°0F Sjuaunseau]
FAL4 - ¥y . - - - - - s 5N 03 §8 P S187 Y
0L9's $ - $ T (4 $ 1 $ 1 T T 1 1 $ 199' $ siuajeainba yses pue ysug
SysSE JUANND
sassy
=01 SuopEUILY smIcH €y aleatjeay Aeg ajjuely Naed aoue) edpo] areyuasan SYeQ Jred LT a0)1]0 awoy]
3] sanadoaq ® [13M 3411 afeqjiA uoreysy owoH afpoq uoJawey uosuag aoruop AUy 1ajuay A3
noyeysy uojexsy uoleRsl a3poq umrysy uojeysy atey ey ale)
tojeysy uoeysy umex:g uojensy
?—Ewm-.:_u ur)
€102 ‘1€ Jaquiasaq

LIFHS HINVIVE ~ FINAAHDS DNILVAITOSNOD "INI ‘SAILITJ0Ud NOLYNST

SHIHVIUISHNS UNY NOLVASH



b€ allog

GTT6PT [} B $ 64T 3 E T 55 =% ETiAd 3 ThLE T 58T H LV6T - 3 S0CF $ 125% 3 T0vE ¥ 7583 ¥ Ryap) 1320 391 pue sanqey oy,
W T T T G i a1 (3 575 ] 19 867 SI5ve (12yap) sasse 3ou jegoy,
B - B B B - - - - - = - - $13 2 39U paaLsar Auesodurag,
ZEYOT - roz (zev') 90E (685°'7) a1 8T Sk E9 »19 86T 744 14 (1121ap) 13- 56 390 paparusasuy
{asysp) rarse oy
62T6ZT E 52 (1G] 6SE TEQEL 855 949T 0¥ T E¥9F LS0% [¥253 LFEPE saniqen |moy,
9LBEL - - 9LFET - - - - - - - - - uopdod Juaatio jo jou “Lag) digsraquiaw
240D bazpaoureun Woyy anuaaas Pauayaq
80618 - ¥ LU - 090'TT rLEE TLS'L G9ELL ETHE uaT's on Bl “INLIMEW YU Ju Jau W3p wiay-Fuoy
€091 - - 607 - L5 + . g ¥1 ® ¥ 9ESLY
£§ - - 3 - - - - S 3 3 z T 1app
BLO'Y - - S50 - - ¥ ‘ - 43 ] £ - Susdap Juaned 3uspr aa/sequisa Akosy
FIOE . . . = - P . = - ¥10'E Anfiges eUOlssajOLg
H0'z . s - . - . . . Sho'z \oRediiqo uoisuad papungup
LSE'Z - - - L5EE - = T . - FUBM23e dems ayeg 1sa193u[
9/%'0 = . * . - 9ivy uon.od Jus.ama Jo 3au
‘Uonesuaduwua (SIBHI0M PaInsur-jiag
“SIRINIE] J2yap
CLEST - [53) BITS 658 L3 [[13 0T 192 918 258" S¥S5 8699 SeNNIqer Juating fejog,
g0z - 9€ - - - - - - - - - 0LT sansed pajefas oy ang
5E6 - (g) ¥6 628 4 o1 5z €01 89 66 09 (44 +2pg
06E - - 274 - 5 £ z z H ¥ T SL sa1equp
ZLET - - . - s = . - . 2LEL uerd yijeay 2akojdusa paur dries
0692 - u = . a . a . - - - 069 uone uaties = wyiom
P3J0sU)-y(3s jo uopiod uauny
00g'T - i}3 502 19 0 [41 ] 9z [ £:74 474 L1 ¥67 uopeaus
86T . (e1) Z61 59 s ag - 8z €02 920z £41 146 s9'] [joaded pue guifeg
“2Rtigey panioy
8s¥'T . (E9) vz9 ¥ 8r jas § 9§ 51 |£:]4 EET S0€ alyeded qumosay
TEE . - IEE - - ] - ¥ - - - Wun 3439 paydnasoun uo sirodag
ZET'E - e TET'Z - - - = . . 539 diysraquiant yy;y PazZ:1ioweun
U0y anuaAaL pauajap ju uopJod Juatimg
LYz - B $ = $ 9¥e'L § - $ 01z $ 96 $ 9 $ 9% 55T QET $ Ei3 765 $ 43p uua-uor jo sappimen juauny
= 3RINYe|LJuz.Lmy
G1yaa) s1essy 19N pue sopyqer
[LTTR suopEujEg suroy l2epjuLey Aeay Aeg aymery Heg LOUByY afpoT UlARyuaaLY syeq areg BueTmey a3y awoy
U] sapaadoay I8 {[om aary afeyp uoyeysy suoy efpoq uotawrey nosuagy LY 1ajuay Jsjuay 83Uy
uyeysy ugeysy uojeysg adpo uaeysy uogeysz aaey age) axey
nojeysy umpsysy ugiegsy uaeysg
(sp W uy)
E10Z T£ Iaquissag

(panupuoy) LAFHS HINVIVE - TINATHIS INLLYATI0SNOD "INY "SALLYAJOYd NOLVHSH
SAIAVIAISENS ANy NOLWISH



$¢ aboy

B - Tove) BEEY £65 662 87 8 565 i 6987 €19 VayT s¢:uatixe 140 :0ddns Jagio pue
‘su|ES ‘sanua.iaz o (£auspyap) s8]
€529 - - 1£9 - BITT [3]) 2] (€] 113 (6] @ 0FSy 10u*(sasuedys) anuasss Supesdouon jmo),
|G - - &3] - - - B - - - - Teot) Jeu30
(as) = - (e1) = (o1) ) ) (&) an (a) @ (62) qep Jo uawfedad A11ea uo ssog
ske = B :r4a 4 - = - (e31) sapfnppe dems s1es 15atequy
1s8's - 969 - E - B * = e 2WooU) JuaLssAU]
“(v=suadxa) snueaar Suygesadouoy
0919 - T IOLE €65 TO1T §% 68 865 09T 8LET ) Tatoe) suonetada wouf (ssn)) arsony
Titie . Tewosl 568 18112 TETE T T905F T000%Z T Teew §ZZTTTTTT TeErwy S9671 6Z80T 9911 sastiadva Superedo feyny,
(S - - A T - € T = Z81 (343 09 - $IUN033E SQEP3|[DIUN J0) UOJSIACL]
558'2 - - 2oL - 4Lz 95 LE iz 06 9 1z 695 uopB2{I0ULE PUE isalaiu]
615's . - oz 0962 2 - »0z £e1 612 8% 8% [{1:14 1z uogezadag
LEE'S - 201 8.8 122 tEz 80T 14 SE1 £8E'T oI¥'1 £06 0z5 45430 puE soUBINSU]
DE0E - A1 2081 +2 51z 434 11 5E2 144 0Lz we oar
9T0'e - - L8 St o . 03L 1} 68 - Msoo Lreouy
LB9's (620'5) s8 9£5'S B8BL 605 [ 743 £9 6EE 801" VT ¥z ¥99 S30jAd0S paseyaIng
oT¥'E - SE (04 I Lid ss1 o1 L6z 4L9 £9¢L ¥is 62 seyddng
590 . : 1w - 2t 6 - 8 69 68 VEL £L9 938 |euo|ssajosd
698'21 - 091 166'Y ESS 1£8 89z 8z 14 §82'2 BSE'Z LT 9892 sillauag sefojdwy
O¥ELE - 08y £56'C ver'e €217 fat] (1A 869 600°L [1:1:43 E0E'S s08's safiem pue sale|eg
satuadxy
LT T620'9) 652 YOB'¥E VLLE 189S SE0T 8.8 T18% 66EGT EVBOT PHTL 9098 oddne saro pue‘sured‘ssnusaay [cio,
2955 6e0s) 092 68TT - (I3 ¥ i3 St 9z 3 S8 5693 12049130
S8E'HE - ) 519z - L5¥'s 1102 185 989'2 - - = - S8y dfysIaquiaw 3337 Jo UTN: ZjjIowe
Buipniou) ‘anraass 3014135 JUApSAY
veE'Ly $ - $ - - $ brL'e $ - - H - $ - § £LESE $ BIg'9T GSE'TT - anuaaal agjasas aned 1N
addns saiyzo pues ‘suld ‘anusasy
:(aayap) s19s5€ 19U pajarnsaiun
[e01, suonBunaIg awoy TeRyp)ULLE) e eay Aeg 93juEln Hreg Jouspy adpoq [EYTTTETITY £HeQ Jjed B)IUGZGER =3y JWOH
aug % [[aM 2af1 adeq[ip vojeysy awmoy adpo uolawe]y Qosuayg oo Jejua)y Jayme) Jauay
sapredosg uoyeysy oSy adpoy uoyeysy uojexsy ake] [X14Y
uojeysy uojeysy uoyeyTg uoyeysy uojeysy
?_Emn.—o._u ur}

€T0Z ‘T€ 13quadag papuy Jeay

(LD1IA@) SLASSY LAN NI SEONVHD ANV SNOLLVHAJO - HINUHH)S DNLLVA

SAMVIAISANS ANY NOLVSA

ITOSNCD DNI ‘STILYAJ0¥d NOLVISH



9g abing

N T - ot T Tool 33 T TeEn R 71 T T T T ] T 0 T et T S T Jead jo pus [ayap) masjeN
057 - €2 [T 92z Tose . 19 €61 €20 8 TEZT A4 €6591 aeak jo SunumBaq ‘(dURR) $13s8 39N
04821 s - 181 $ 0562 $ 08 3$ 16T $ 6a1 $ (z1) $ TZE §  (9sg) $ (19) $ 92 $ 6L $ (ioyap) siasse 10u u afueyy
B $ - B 5 B 3 - 8 B 3 - ~ 5 - $ B 3 - T - 3 - $ - R Jeaf §O pua 7 e 39U papLn: Al Aueodwa
B A = 8 - - - ~ - - - - - 113 Jo SujuuyBay 'a55e Jou pajolnsar Ajuetadws],

. B _ - 19058 13U PAjILISa
Apaesodway u) a8ueyy
63 = - (3] = - - - - - - - - suonerade ioy pasn
HOILISRT WOL) PASLI[BA F138SE 1IN
z - - $ z $ - $ i 3 3 3 £ ] - $ 4 - 5 suopnqiIuo])
asse Jau pay gl Ajuemduwa ),

ZEvoz s - 0 T Tzeool T oot § Tessn) T T T T ow T B A5 ] To6T § SIae £} Jead j0 pus (I0YBP) SIaSTE 18U AL AN
295 - (3 Tzas’e) 9zZ 9058} G £6T €2¢ [3:3 TEZT [A743 E6S'9T awak 30 SupnBaq ‘(310Yap) 513558 19U PATOLI AN
0.8'T1 181 0S6' 1] L16T 681 [t44] 443 (98¢g) &9) $oz 206'L (ayap) saese

38U papLysaaun ul afuey)

T6z6e) - T8 TBBET) €18 Z8E 91 [¢13] T Gesn) 582Z) Tevel 2ITE $3[11UI PajE[B UBIMIAY RIBJSUR.],

9BE'E N . - - - - - - 9RE'E 3800 uoisuad yporad
331 UeY3 2130 SaSueyD pajeal unisuag

305414 $ - (0#9) § AEED H €65 $ 6622 $ 8z H 58 $ S65 § 3448 $ 698'T $ €19 § o'y H (£ aed) -asuadta san0 110udn:
Jayju pue ‘sued ‘sanuaasi jo (A5uapyap) ssear ]

ma swoyeuy3 awoy FEpLIT) aIRqEH Aeg equery Haeg JouEw adpo] UAABYUIIIY SYEQ L wjuezoey 2210 amoy
“uf I J[3M 3ar] afleq voynsy awmoy afipoq WaIdWE) uosuay aoJsuopy Iua) Jayusy Jaqua)
santadold uojeySy usjeysy alpoq uojeysg uojeyrq EXta] ae) s
ummisy umEysg uneysy uopexry uoeysy
{spuesnowyy ur)

£10Z ‘L€ 19qWaraq papug Jea
(ponupuey) (L1D142A) SLASSV LAN NI STONVHD ANV SNOILYYAO - FINATHDS INLLVATTOSNOD “INI ‘ST LYAd0Ud NOLVIST
SHAVIAISHIS UNV NOLVASE



£gabog

6167 $ - - $ zsel $ - ££7 s & s 8 61 s o 85 § U 66y 1-2aa1u o) pred ysmy
:amm aprgp (ruowolddng
T 3 g v T T T T = T T T A . —s 7 T T T T s 22440 pud 1UD|EA e pue yse)
902 - - [3 - T 1 - T 1 1 1 [13%3 Aead yo Fupuuifon Juafeanba yse puo yom)
o' 3 - - - £9F'T syuageanba yses
pue e vy axeaou sy
TaoraT B 258 T6908) €18] Tesdd 5 73] SVE) (@753) Ta5oe Teow ZISZ Sagse Rupueuy
€y posn) 4q pap:ansd ysea 3o
ToEZE] B 58 |G 613 Teeey 91 T3] ey ) sV Teve) 0527 **RRU3 PaILIa WBY IRp/03 anp uj sy ay
{98£'2) - - - - - . . . . (9887 sdrAs paje: (L) J0 IRIWSIMAS U0 s10aMAeg
(eve) £ L (g} (sar) (z#) (az) (0z) (g9) {£8) {o1) (o+2) 51500 JouEn ¥ 349
(995'%2) - (zzz') (744 3] (o) (z2) (z8) (921) (¥1) (7] leczn) 149p w-fiuor uo siwawded (edpupyg
L1697 . . 0zt : v LyoEl Supmvaing uLiar-Buo) wos spaaoeg
01 - - o1 E - - - - - U0 2y pardnoanun uo sit-odop ug aduey)
(s¢2'9) {sz2'0} . : . SUALT. IKIP AL D)D)
isouARDE BBy wo smay ysen
Tesze) - TeED TeroS ™ T Tecd) 53] ¥1] Toon) Tosn) §GD) 058 Lannae Auaueuy
(uy posn) Aq papravud yse.. 3N
[€A)) - TeaD Tooz's) [£3) T s 723} [58) TN e Tera) Teowd pus Sadont oy =
6267 - - 8IS - - - . - - - 1 TWUIT- IS 4O SIE KDL TN
(966) £ (an1) ~ E : . (s0g) IUIULY DAUL J0 SISEP.ING
065 - BYOEY - - - - - * - 95211 350 07 SE PAULT 134 JU < IE- MDY SHAI0LG
(€76'15) E (21e'D¥) . . (voo'tt) 28N 03 SE PAUE| S8 Jo T eYpIng
ap1apoe Supsanu way smay yse)
60691 - 859, 20601 515 9311 682 VET 658 I¥6T 96T 759 Teee™) “shiapae fupezodo
(uy pasw) g papaoud ysea say
vy - - 008 - - T - 3] v €3] 3 15 3EIqe] Ja130 ug aduey’)
(oso'L) - - - - - - - - - (as0'®) wopedyno uouad poaprmyun up afuey;y
[27:3 - 4 65 174 €1 ar () an I3 61 48] 6U5"L IE) pansase uf ofuwyy
6ZE N »9) 292 - (e2) V3] (s) 6 5Z s (s) 76 apeded unoaze vy aBuey)
208 B 3 o0 - n - ] [4s] z ] {os) 728 910 1} 93uey)
L . (O] 601 [l J11 9 T 11 34 9 ot {e1n) asuad.a predand pue ~wiodap uy aBuey)
ng - - - . ) z - 2 9 T 3 vz sIoJuDAUY U} SFUCYD
(162) (€) [ozo'} ©91) L 114 03] () (z2) ore (z12) 9LE I4uaga0ns uy aBueyy
“IpiRgen pue s e fupesado u) sduegy
S51 - E 25 - - H = - €01 Juawdmba pue &radord jo [esodstp uo sia
€979 . i £97'9 - - - - - - - spasanad ot 21 313
B1 - - £l - (13 L 14 € 1 b k4 &6z 3ap jo JdmAedos Seo uo s
626'7 - (1z8) 80E'1 £15 78 (191 6 £z -9 90¥'Z &¥E (ztre) INHUD PRI UIIMIDG ~1a] UEL,
€8¢ - - L T - E 1 - Z81 621 [ V] - SJUNUIDE AUHITYOIUN A0] UD|TIADA]
(ze9'1) . - - (ozz1) . - . - £E sowaade dems
a7e.) 3024 2U] JO ONjEA L1} Ut afuey)
(988°€) . . - . - (vse'e) 1802 uagsuad opopsad
29U WET J3IRO - JFUEYd PAIC[AL UDjSUAg
(o£#'5) - - (902) - - - : % ory) uIUDSOA U0
NujeS pazyjuaiun pue pazjpeal JaN
81 - £ BLY - - - - - ¥ g S posjuty s
U0 IS0 PIZI[EIIUN PUE POZ|EM DN
{2951) E (z95'1) - - * . - - a3 dpyssaquisut JY) Jo Uopt R0y
51 £ 59 ¥ 6€ a3 z 9 81 st * 97 1507 JujouEUY POLIDIOP J6 UARL GO
6155 - 0z 0967 ¥ s 0T 14 612 £8¥ 8% a8t uz apepadag
ssomanae Jupesado (u) pasn) &g
paptanad yse you m (IPUIP) K108 B 10U UL
afuuy ajpuoIal o wUMpy
[77:y 43 3 - 13 $ 0562 $ o8 LIS § 6T H [t42] f443 H (vag) (z19) H vz 2862 (3pyap) e r0u uy 28usy)y
[ 31anae Supesadn weg o) yse
o) SuopEuluRE amoy [PEIPULIE) BT Aeg aqpueln ud Jausp adpot UIABYUIRID TR BT 30 wey
aup ® [1PM 24T eBerA uoymEy awmay . 98po nowey uosuay saamopy aaa) 31U )
sepsadaig uoen:g oy afipo1 nojensg uoiica L] a1e) aae)
By uojesg uomeysy uoyeqsy uoeysy
(spuesnow uj)

€10Z ‘I€ 1aquiasa( papuy Jeag

SMOT HSVD - IINATHIS INLLVAITOSNOD "INI ‘SAILYAJO¥d NOLVIST

SA1BVIUISLIS ANV NOLWVISA



ESKATON AND SUBSIDIARIES

ESKATON CONSOLIDATING SCHEDULE - BALANCE SHEET

December 31, 2013
[in thousands)
Carmichael
Adult Day Eskaton
Parent Health Care Combined
Assets
Current assets:
Cash and cash equivalents $ 50 $ 33 $ 83
Accounts receivable, net - 59 59
Other receivables 42 4 46
Deposits and prepaid expenses 3 21 24
Due from related parties 36 - 36
Total current assets 131 117 248
Property and equipment, net 783 99 882
Other assets 1,284 - 1,284
Total assets $ 2,198 5 216 $ 2414
Liabilities and Net Assets
Current liabilities:
Accounts payable $ 35 $ 3 $ 38
Accrued liabilities:
Payroll and payroll taxes 8 8 16
Vacation 10 23 33
Other - 13 13
Total current liabilities 53 47 100
Other liabilities:
Other liabilities 4 - 4
4 - 4
Total liabilities 57 47 104
Net assets:
Urrestricted net assets 2,141 169 2,310
Total net assets 2,141 169 2,310
Total liabilities and net assets $ 2,198 216 $ 2,414
_——— —_——— —_——
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ESKATON AND SUBSIDIARIES
ESKATON CONSOLIDATING SCHEDULE - OPERATIONS AND CHANGES IN NET ASSETS (DEFICIT)
Year Ended December 31, 2013

(in thousands)
Carmichael
Adult Day Eskaton
Parent Health Care Combined
Unrestricted net assets (deficit):
Revenues, gains, and other support:
Net patient services revenue - $ 667 667
Other, net 6 45 51
Total revenues, gains,
and other support 6 712 718
Expenses:
Salaries and wages 159 560 719
Employee benefits 60 189 249
Professional fees - 4 4
Supplies 6 58 64
Purchased services 51 86 137
Ancillary costs - 1 1
Utilities 6 1 7
Insurance and other 43 223 266
Depreciation 3 12 15
Provision for uncollectible accounts - 1 1
Total operating expenses 328 1,135 1,463
Loss from operations (322) (423) (745)
Nonoperating revenue:
Investment income - ~ S
Total nonoperating revenue - - -
Deficiency of revenues, gains, and
other support over expenses (322) $ (423) (745)
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ESKATON AND SUBSIDIARIES

ESKATON CONSOLIDATING SCHEDULE - OPERATIONS AND CHANGES IN NET ASSETS (DEFICIT) (Continued)

Year Ended December 31, 2013
(in thousands)

Deficiency of revenues, gains, and other
support over expenses (page 41)
Transfers between related entities

Change in unrestricted
net assets (deficit)

Unrestricted net assets, beginning of year
Unrestricted net assets, end of year

Temporarily restricted net assets:
Net assets released from restriction used
for operations

Increase in temporarily restricted
net assets

Temporarily restricted net assets, beginning of year
Temporarily resiricted net assets, end of year
Change in net assets (deficit)

Net assets, beginning of year

Net assets, end of year

Carmichael
Adult Day Eskaton
Parent Health Care Combined
(322) $ (423) (745)
329 419 748
7 C)) 3
2,134 173 2,307
2,141 169 2,310
_ $ - -
7 $ 4) 3
2,134 173 2,307
$ 2,141 169 $ 2,310
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ESKATON AND SUBSIDIARIES

ESKATON CONSOLIDATING SCHEDULE - CASH FLOWS

Year Ended December 31, 2013

(in thousands)
Carmichael
Adult Day Eskaton
Parent Health Care Combined
Cash flows from operating activities:
Change in net assets (deficit) 7 (4) $ 3
Adjustments to reconcile change in
net assets (deficit) to net cash used in
operating activities:
Depreciation 3 12 15
Provision for uncollectible accounts - 1 1
Transfers between related entities (329) (419) (748)
Change in operating assets and liabilities:
Change in receivables - 54 54
Change in deposits and prepaid expenses 6 (6) E
Change in accounts payable 32 - 32
Change in accrued liabilities (18) 1 (17)
Net cash used in operating activities (299) (361) (660)
Cash flows from investing activities:
Expenditures for property and equipment 16 (53) (37)
Net cash provided by (used in) investing
activities 16 (53) (37)
Cash flows from financing activities:
Net change in due to/from related entities 293 418 711
Net cash provided by financing
activities 293 418 711
Net increase in cash and
cash equivalents 10 4 14
Cash and cash equivalents, beginning of year 40 29 69
Cash and cash equivalents, end of year 50 33 $ 83
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ESKATON AND SUBSIDIARIES
SUPPLEMENTAL INFORMATION - SOCIAL RESPONSIBILITY (unaudited)
Years Ended December 31, 2013 and 2012

EPI sponsors community education, health fairs, community fundraising for charitable purposes, and aging services organizations
that research technology and other services appropriate to older adult living. Eskaton’s National Demonstration Home presents
innovative solutions in home design and technology that will enable older adults to maximize their independence and remain in
their own homes. Eskaton provides educational guided tours of the National Demonstration Home to the public for free.

In addition, Eskaton and EPI provide the following community service programs under their social responsibility policies:

Information and Referral Assistance Program - Eskaton operates a toll free phone number that provides older adults and their
family members with information about community resources, assistance in selecting the appropriate level and source of care,
educational courses, placement referrals, legal consultation services, case management, transportation services, and other services.
These services are provided free or at nominal cost to the clients.

Telephone Reassurance Program - Eskaton owns and operates a telephone reassurance/home visitor program. The Telephone
Reassurance Program is provided primarily by volunteers, is free to clients, and includes daily telephone calls and/or weekly home
visits to isolated older adults.

Adult Day Health Care Center (ADHC) - Eskaton owns and operates an ADHC program that provides social, recreational, and
rehabilitation services to residents of a portion of Sacramento County. The ADHC program accepts Medi-Cal clients despite the
shortfall of Medi-Cal reimbursement compared to cost. The ADHC program also accepts uninsured and under-insured clients at
rates below actual cost.

Social Responsibility Costs - The actual costs of community education and health fairs, community and aging services
sponsorships, and demonstration home tours; and the difference between the cost and reimbursement of providing community
service programs are all considered to be social responsibility. The level of social responsibility provided for the years ended
December 31 is measured as follows (dollar amounts in thousands):

2013 2012
Community sponsorships $ 20 $ 7
Aging services sponsorships 22 10
Demonstration Home tours 47 25
Community service program cost in excess of reimbursement:
Information and Referral Assistance Program 117 102
Telephone Reassurance Program 210 183
ADHC 426 299
Total $ 842 $ 626
Community service program operating statistics:
Demonstration Home people toured 83 49
Information and Referral Assistance calls 1,809 2,241
Telephone Reassurance Program:
Telephone calls 80,556 88,926
Home visits 2,388 1,583
ADHC client days 8,450 9,677
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REPORT OF INDEPENDENT AUDITORS

To the Members of the Board of Directors
Eskaton and Subsidiaries

We have audited the accompanying financial statements of Eskaton and Subsidiaries, which comprise the
continuing care liquid reserve schedules, Form 5-1 through Form 5-5, as of and for the year ended
December 31, 2013.

Management’s Responsibility for the Financial Statements

Management is responsible for the preparation and fair presentation of these financial statements in
accordance with the liquid reserve requirements of California Health and Safety Code Section 1792.
Management is also responsible for the design, implementation, and maintenance of internal control
relevant to the preparation and fair presentation of the financial statements that are free from material
misstatement, whether due to fraud or error.

Auditor’s Responsibility

Our responsibility is to express an opinion on these financial statements based on our audit. We conducted
our audit in accordance with auditing standards generally accepted in the United States of America. Those
standards require that we plan and perform the audit to obtain reasonable assurance about whether the
financial statements are free of material misstatement.

We believe that the audit evidence we have obtained is sufficient and appropriate to provide a basis for our
audit opinion.

Opinion

In our opinion, the financial statements referred to above present fairly, in all material respects, the
continuing care reserves of Eskaton and Subsidiaries as of and for the year ended December 31, 2013, in
conformity with the liquid reserve requirements of California Health and Safety Code Section 1792,

Basis of Accounting

We draw attention to the basis of accounting used to prepare the financial statements. The financial
statements are prepared by Eskaton and Subsidiaries on the basis of the liquid reserve requirements of
California Health and Safety Code Section 1792, which is a basis of accounting other than accounting
principles generally accepted in the United States of America, to meet the requirements of California Health
and Safety Code Section 1792. Our opinion is not modified with respect to this matter.



Other Matter

Our audit was conducted for the purpose of forming an opinion on the financial statements, as a whole, The
accompanying Statement of Cash Flows - Direct Method; Supplementary Form 5-1 & Form 5-2,
Reconciliation to Audit Report; Supplementary Form 5-4, Reconciliation to Audit Report; Supplementary
Form 5-4, Calculation of Net Operating Expenses; Supplementary Form 5-5, Description of Reserves under
SB 1212; and Supplementary Form 5-5, ALTU - Composition of Assets; presented as supplementary
schedules, are presented for the purpose of additional analysis and are not a required part of the basic
financial statements. Such information is the responsibility of management and was derived from and
relates directly to the underlying accounting and other records used to prepare the financial statements.
The information has been subjected to the auditing procedures applied in the audit of the financial
statements, and certain additional procedures, including comparing and reconciling such information
directly to the underlying accounting and other records used to prepare the financial statements, or to the
financial statements themselves, and other additional procedures in accordance with the auditing
standards generally accepted in the United States of America. In our opinion, the supplementary
information is fairly stated in all material respects in relation to the financial statements, taken as a whole.

Restriction on Use

Our report is intended solely for the information and use of the Board of Directors and management of
Eskaton and Subsidiaries and the California Department of Social Services and is not intended to be, and
should not be, used by anyone other than these specified parties.

" S i £ A

/AL

San Francisco, California
April 24, 2014




FORM 1-1

RESIDENT POPULATION
Continuing Care Residents
[1] Number at beginning of fiscal year 37¢
[2] Number at end of fiscal year 39¢
[3] Total Lines 1 and 2 77¢
[4] Muiltiply Line 3 by ".50" and enter result on Line 5. x .5¢
[5] Mean number of continuing care residents 387
All Residents
[6] Number at beginning of fiscal year 38¢
[71 Number at end of fiscal year 41¢
[8] Total Lines 6 and 7 807
[9] Multiply Line 8 by ".50" and enter result on Line 10. x .5
[10] Mean number of all residents 40«
[11] Divide the mean number of continuing care residents
(Line 5) by the mean number of all residents (Line 10)
and enter the result (rounded to two decimal places).
0.9¢
FORM 1-2
ANNUAL PROVIDER FEE
Line TOTAL
[1] Total Operating Expenses (including depreciation and debt service-interest only) 21,157,000
[a] Depreciation 2,960,000
[b] Cebt Service (Interest Only) 1,873,000
[2] Subtotal (add Line 1a and 1b) 4,833,000
[3] Subtract Line 2 from Line 1 and enter result 16,324,000
[4] Percentage allocated to continuing care residents (Form 1-1, Line 11) 0.96
[5] Total Operating Expense of Continuing Care Residents
(multiply Line 3 by Line 4) 15,671,000
x .001
[6] Total Amount Due (multiply Line 5 by .001) 15,671

PROVIDER: Eskaton
COMMUNITY: Eskaton Village - Carmichael

19




ATTACHMENT TO FORM 1-1

ESKATON
Calculation of Nonresident Reimbursement
December 31, 2013
Independent  Assisted Skilled Total
Contract Residents @ 12/31/12 305 42 29 376
Contract Residents @ 12/31/13 328 47 23 398
Total 633 89 52 774
Mean 317 45 26 387
All Residents @ 12/31/12 305 49 35 389
All Residents @ 12/31/13 328 55 35 418
Total 633 104 70 807
Mean 317 52 35 404
% Contract Residents to Total Residents 100.00% 85.58% 74.29% 95.91%
% Nonresidents to Total Residents 0.00% 14.42% 25.71% 4.09%
2013 OPERATING REVENUES
Assisted Living (Contract Residents) 2,644,000
Assisted Living (Nonresidents) 446,000
Less: Bad Debt Expense -

Net Assisted Living (Nonresidents) 446,000

Total 3,090,000
Skilled Nursing (Contract Residents) 3,474,000
Skilled Nursing (Nonresidents) 1,202,000

Less: Bad Debt Expense -

Net Skilled Nursing (Nonresidents) 1,202,000

Total Skilled Nursing (without Bad Debt adj) 4,676,000
Total NonResidents Revenues 1,648,000
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ESKATON AND SUBSIDIARIES
FORM 5-5
ANNUAL RESERVE CERTIFICATION

Provider Name: Eskaton

Fiscal Year Ended: December 31, 2013

We have reviewed our debt service reserve and operating expense reserve requirements as of, and for
the period ended 12/31/2013 and are in compliance with those requirements.

Our liquid reserve requirements, computed using the audited financial statements for the fiscal year

are as follows:

| Amount
[1] Debt Service Reserve Amount B 9,701,000
[2] Operating Expense Reserve Amount ~ §$ 3,000,000
[3] Total Liquid Reserve Amount: | § 12,701,000 |
Qualifying assets sufficient to fulfill the above requirements are held as follows:
Qualifying Asset Description Debt Service Reserv:m ot Operating Reserve
[4] Cash and Cash Equivalents $ 2,573,000 5 9,409,000
[5] Investment Securities $ - $ 3,412,000
[6] Equity Securities $ - $ 36,870,000
[7] Unused/Available Lines of Credit $ - $ -
[8] Unused/Available Letters of Credit $ - $ -
[9] Debt Service Reserve $ 8,317,000 (not applicable)
[10] Other: $ 7,508,000
(describe qualifying asset)
Total Amount of Qualifying Assets § 10,890,000 [12] $ 57,199,000
Reserve Obligation Amount: [13] § 9,701,000 147 $ 3,000,000
Surplus/(Deficiency): [15] § 1,189,000 [16] $ 54,199,000

Signature: W)\)\'\/\ .
7@ Date:

(Authorized Representative)

Chief Executive Officer
(Title)

April 24, 2014
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SUPPLEMENTARY SCHEDULES
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ESKATON VILLAGE CARMICHAEL
STATEMENT OF CASH FLOWS - DIRECT METHOD
DECEMBER 31, 2013

{IN THOUSANDS)

Cash flows from operating activities:

Cash received from independent residents $ 14,185
Cash received from ALU contract residents 2,604
Cash received from SNF contract residents 3,420
Cash received from non-contract residents 1,622
Cash received from guest services 171
Cash received from other revenuye 6,636
Cash paid for interest (net of financing fees) (1,873)
Cash paid to suppliers and employees (15,859)
Net cash provided by operating activities 10,906
Cash flows from investing activities:
Purchases of assets limited as to use (40,317)
Proceeds from sale of assets limited as to use 43,648
Purchases of investments (188)
Proceeds from sale of investments 518
Expenditures for capital maintenance (3,700)
Net cash used in investing activities (2,039)

Cash flows from financing activitjes:

Proceeds from appreciation on resold CCRC memberships (6,275)
Change in deposits on unoccupied CCRC units 105
Principal payments on long-term debt (1,222)
Debt issuance costs (87)
Change in due from related party - current year cash flow (1,388)
Net cash provided by financing activitias (8.867)

Net change in cash -

Cash and cash equivalents at December 3] , 2012 2

Cash and cash equivalents at December 31,2013 $ 2
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ESKATON AND SUBSIDIARIES
SUPPLEMENTARY FORM 5-1 & FORM 5-2
RECONCILIATION TO AUDIT REPORT
DECEMBER 31, 2013

Interest paid during fiscal year (per financial schedules) $ 4,957,000

Less:

Finance fees - 2006 bonds 6,000

Finance fees - 2007 EVP bonds 6,000

Finance fees - 2007 ELGB bonds 187,000

Finance fees - 2008A bonds 243,000

Finance fees - 2008B bonds 403,000

Finance fees - 2012 bonds 15,000

Finance fees - 2013 bonds 9,000

Total interest expense adjustment 869,000

Total long term interest paid during the year ended December 31, 2013 $ 4,088,000
Form 5-1
Total column (c) interest paid during fiscal year $ 2,900,000
Form 5-2
Total column (b) interest paid during fiscal year 1,188,000

Less:

Capitalized interest -

Total long term interest paid during the year ended December 31, 2013 $ 4,088,000
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ESKATON AND SUBSIDIARIES
SUPPLEMENTARY FORM 5-1 & FORM 5-2
RECONCILIATION TO AUDIT REPORT (continued)
DECEMBER 31, 2013

Principal payments made during fiscal year (per Cash Flow)
Less: refunded debt

Total principal payments made for the year ended December 31, 2013

Form 5-1

Total column (b) principal paid during fiscal year

Form §-2

Note #1 principal paid on debt incurred during fiscal year

Total principal payments made for the year ended December 31, 2013

$ 59,573,000
(54,896,000)

$ 4,677,000

$ 2,688,000

1,989,000

$ 4,677,000
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ESKATON AND SUBSIDIARIES
SUPPLEMENTARY FORM 5-4
RECONCILIATION TO AUDIT REPORT
DECEMBER 31, 2013

Interest Paid During Fiscal Year (per financial schedules) $ 1,952,000
Less:
Finance fees - 2008A Bonds 64,000
Finance fees - 2012 Bonds 15,000
79,000
Total long term interest paid during the year ended December 31, 2013 $ 1,873,000
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ESKATON VILLAGE CARMICHAEL
SUPPLEMENTARY FORM 5-4

CALCULATION OF NET OPERATING EXPENSES
DECEMBER 31, 2013

Total Resident Revenue
Less: Reimbursements for services to residents
Reimbursements for services to non-residents

Assisted Living services to non-residents
Skilled Nursing services to non-residents
Guest Meals
Guest Room Meals
Reimbursements for services to non-residents

$ 23,675,000

21,856,000
$ 1,819,000
$ 446,000

1,202,000

133,000
38,000
$ 1,819,000
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FORM 7-1
REPORT ON CCRC MONTHLY SERVICE FEES

RESIDENTIAL ASSISTED SKILLED
LIVING LIVING NURSING
[1] Monthly Service Fees at
beginning of reporting
period: 3,204 -4914 4,333 - 7,584 9,270 - 11,040

(indicate range, if applicable)

[2] Indicate percentage of

increase in fees imposed

during reporting period: 4.0% 4.0% 4.0%

(indicate range, if applicable)

[0 Check here if monthly service fees at this community were not increased during the
reporting period. (If you checked this box, please skip down to the bottom of this
form and specify the names of the provider and community.)

[3] Indicate the date the fee increase was implemented:  01/01/13
(If more than 1 increase was implemented, indicate the dates for each increase.)

[4] Check each of the appropriate boxes:

& Each fee increase is based on the provider’s projected costs, prior year per capita costs, and
economic indicators.

M All affected residents were given written notice of this fee increase at least 30 days
prior to its implementation.

K Atleast 30 days prior to the increase in monthly service fees, the designated
representative of the provider convened a meeting that all residents were invited to attend.

R Atthe meeting with residents, the provider discussed and explained the reasons for the increase, the
basis for determining the amount of the increase, and the data used for calculating the increase.

X The provider provided residents with at least 14 days advance notice of each meeting held to
discuss the fee increases.

& The governing body of the provider, or the designated representative of the provider
posted the notice of, and the agenda for, the meeting in a conspicuous piace in the
community at least 14 days prior to the meeting.

[5] On an attached page, provide a concise explanation for the increase in monthly service fees including
the amount of the increase.

PROVIDER: Eskaton
COMMUNITY: Eskaton Village-Carmichael
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ATTACHMENT TO FORM 7-1
REPORT ON CCRC MONTHLY SERVICE FEES

EXPLANATION FOR INCREASE IN MONTHLY SERVICE FEES
o ——————— e REAok IN MONTHLY SERVICE FEES

Monthly service fees were increased in 2013 by 4.0%
- increases in costs for labor, food,

also higher expected increases in

to offset expected
supplies, contractor support, etc.. There were
the cost of workers’ compensation.

PROVIDER NAME: Eskaton
COMMUNITY NAME: Eskaton Village - Carmichael
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ESKATON VILLAGE
STATEMENT OF RECEIPTS AND DISBURSEMENTS WORKSHEET

Revenues:
Net Independent resident revenue
net of prov for Bad Debt)
deposits on unoccupied units
Amortization of Deferred revenue

Net ALU contract resident revenue
net of prov for Bad Debt)

Net SNF contract resident revenue
net of prov for Bad Debt)

Net ALU non-contract resident revenue
net of prov for Bad Debt)

Net SNF non-contract resident revenue
net of prov for Bad Debt)

Sub-total

Reimbursements for services to non-residents
Unrestricted contributions
Other operating revenue

Sub-total

Investment income used for capital purchases
Other Investment income {net of unrealized)
Sub-total

Change in unrealized gains

Other non operating income

Restricted Contributions

Change in temporarily restricted net assets
Change in fair value of derivative activities

Net assets released from restriction used
for operations

Total Revenue

Expenses :
Salaries and wages
Employee benefits
Professional Fees
Supplies
Purchased services
Ancillary costs
Utilities
Insurance & Other
Depreciation and amortization
Interest
Swap payments/receipts
Other Financing Fees

Provision for {reversal of) uncollectible accounts
Total Expense

Total of Cash Operating Expenses

Net Cash Provided By Operating Activities

12/3172013
(in thousands)
Per
Audited
Stmt of Adjustments Cash
Operations Dr. Cr. Basis
15,908 749 500 15,659
105 105
1,579 - (1,579)
2,645 124 83 2,604
3,474 163 109 3,420
446 21 14 439
1,202 57 38 1,183
_ —_—
23,675 21,831
171 171
1,018 1,202 6,820 6,636
1,189
- 0
696 696 0
696
(65) 65 -
25,495 4,591 7,734 28,638
5,933 439 491 5,881
1,991 1,991
71 71
240 47 47 240
5,536 397 624 5,309
437 437
1,402 1,402
878 164 273 769
2,960 2,960 -
1,702 239 309 1,632
7 7 -
21,157 1,286 4,711 17,732
—_—
21,157
13
—_—faf0e
4,338 10,906
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Continuing Care Retirement Community Disclosure Worksheet

General Information @ EE @ E [ W E
Unu & A !,

&l
ZIP CODE: 95608 PHONE: 916/974-2000
CONTINUINGCARE————
FACILITY OPERATOR: ESKatOEQMTEACIQ BRANCH

RELIGIOUS AFFILIATION: _N/A

FACILITY NAME:__ Eskaton Village Carmichael
ADDRESS: 3939 Walnut Avenue

FACILITY OWNER: Eskaton

RELATED FACILITIES: —Seeattached__

YEAR OPENED: 1292 NO.OF ACRES: 37 _  MULTI-STORY:___  SINGLE STORY: ___ BOTH: _X_
MILES TO SHOPPING CTR: __°nemile MILES TO HOSPITAL: _MS.I four miles
NUMBER OF UNITS: INDEPENDENT LIVING HEALTHCARE

ASSISTED LIVING _38
SKILLED NURSING __35
MEMORY CARE —20
DESCRIBE MEMORY CARE: Secured perimeter unijt for care

of residents with Alzheimer's or related dementia.

APARTMENTS -STUDIO 0
APARTMENTS - 1 BDRM 85
APARTMENTS -2 BDRM 116

COTTAGES/HOUSES 93—

% OCCUPANCY AT YEAR END _986% _

TYPE OF OWNERSHIP: X NOT FOR PROFIT d FOR PROFIT ACCREDITED: XY O N BY: _CCAC
FORM OF CONTRACT: O LIFECARE X CONTINUING CARE X FEE FOR SERVICE

O ASSIGN ASSETS XEQUITY X ENTRY FEE O RENTAL X MEMBERSHIP

REFUND PROVISIONS (Check all that apply): X90% Q75% O 50 % XPRORATED TO0% O OTHER: ____
RANGE OF ENTRANCE FEES: $100,000 TO $350,000 LONG-TERM CARE INSURANCE REQUIRED? Y N X
HEALTH CARE BENEFITS INCLUDED IN CONTRACTMWMMUMMHMMM_

RESIDENT REPRESENTATIVE ON THE BOARD (briefyy describe their involvement):  Please see attached disclosure
worksheet.

ENTRY REQUIREMENTS: MIN. AGE: —%2 PRIOR PROFESSION: N/A OTHER:
FACILITY SERVICES AND AMENITIES
SERVICES AVAILABLE
COMMON AREA AMENITIES
FEE FOR INCLUDED FOR EXTR
AVAILABLE SERVICE IN FEE CHARGE
HOUSEKEEPING TIMES PER
BEAUTY/BARBER SHOP a X MONTH 4
BILLIARD ROOM X a NUMBER OF MEALS PER DAY 3
BOWLING GREEN a a SPECIAL DIETS AVAILABLE X a
CARD ROOMS X a
CHAPEL X a 24 HOUR EMERGENCY RESPONSE X a
COFFEE SHOP a X ACTIVITIES PROGRAM X a
CRAFT ROOMS X a ALL UTILITIES EXCEPT PHONE X a
EXERCISE ROOM X a APARTMENT MAINTENANCE X d
GOLF COURSE ACCESS a a CABLE TV X Q
LIBRARY X a LINENS FURNISHED X Q
PUTTING GREEN X a LINENS LAUNDERED X a
SHUFFLEBOARD a a MEDICATION MANAGEMENT d X
SPA X a NURSING/WELLNESS CLINIC X a
SWIMMING POOL- INDOOR X a PERSONAL NURSING/HOME CARE d X
SWIMMING POOL-OUTDOOR Q d TRANSPORTATION-PERSONAL a X
TENNIS COURT a a TRANSPORTATION-PREARRANGED X Qa
WORKSHOP X a OTHER - 24 hour security X Q
OTHER - Painting Studio and X Q

Gardening Area
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CONTINUING CARE RETIREMENT COMMUNITY DISCLOSURE WORKSHEET

ESKATON
2011 2012 2013
INCOME FROM ONGOING OPERATIONS
OPERATING INCOME (excluding amortization
of entrance fee income) 106,044 111,314 112,787
LESS OPERATING EXPENSES (excluding
depreciation, amortization and interest) 91,272 94,720 95,017
NET INCOME FROM OPERATIONS 14,772 16,594 17,770
LESS INTEREST EXPENSE 3,606 3,937 4,843
PLUS CONTRIBUTIONS
PLUS NON-OPERATING INCOME
(EXPENSES) (excluding extraordinary items) (7,179) 2,134 7,142
NET INCOME (LOSS) BEFORE ENTRANCE
FEES, DEPRECIATION AND AMORTIZATION 3,987 14,791 20,069
NET CASH FLOW FROM ENTRANCE FEES
(Total Deposits Less Refunds) 15 - -
DESCRIPTION OF SECURED DEBT AS OF MOST RECENT FISCAL YEAR END
QUTSTANDING INTEREST DATE OF DATE OF
LENDER BALANCE RATE ORIGINATION MATURITY
Series 2008A ABAG VRDB's 19,200,000 Variable Apr-08 2029
Series 2006 ABAG VRDB's 19,015,000 Variable Dec-06 2037
Series 2013 ABAG Fixed Rate Bonds 50,175,000 2% -5% Jun-13 2035
Series 2012 CSCDA Fixed Rate Bonds 36,950,000 2% - 5.25% May-12 2034
Other (see attached) 28,241,000
FINANCIAL RATIOS (see next page for ratio formulas)
2003 CCAC
Medians 50th

percentile

(optional) 2011 2012 2013
DEBT TO ASSET RATIO 41.50% 70.04% 68.88% 71.52%
OPERATING RATIO 102.94% 87.70% 88.63% 88.54%
DEBT SERVICE COVERAGE RATIO 2.64% 3.56 2.01 2.57
DAYS CASH-ON-HAND RATIO 201 236.40 199.90 218.48
HISTORICAL MONTHLY SERVICE FEES
AVERAGE FEE AND PERCENT CHANGE

2011 % 2012 % 2013 %

STUDIO N/A N/A N/A
ONE BECROOM 3234 28% 3331 3.0% 3,464 4.0%
TWO BEDROOM 4,032 28% 4160 3.2% 4,326 4.0%
COTTAGE/HOUSE 4353 28% 4,484 3.0% 4,664 4.0%
ASSISTED LIVING 4,191  3.0% 4318 3.0% 4,488 4.0%
SKILLED NURSING 8,670 32% 8,910 28% 9,270 4.0%
SPECIAL CARE 5791  0.0% 5,965 3.0% 6,203 4.0%

COMMENTS FROM PROVIDER:
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STATEMENT 4

See Cash Flo

AMORTIZATIC
PERIOD
21 years
31 years
22 years
22 years



CONTINUING CARE RETIREMENT COMMUNITY DISCLOSURE WORKSHEET

FINANCIAL RATIO FORMULAS (in thousands)
ESKATON

Long-Term Debt to Total Assets Retio

Statement 4

2009 2010 2011 2012 2013
Long-Term Debt 154,244 161,176 152,697 151,028 158,294
Less: Current Portion (3,059) (4,138) (36,949) (6,878) (4,449)
151,185 147,038 115,748 144,150 153,845
Dividec By:
Total Assets 205,376 207,435 210,588 209,290 215,113
Long-Term Debt to Total Assets Ratios 73.61% 70.88% 54.96% 68.88% 71.52%
Operating Ratio
2009 2010 2011 2012 2013
Total Operating Expenses 96,189 99,751 104,027 108,259 109,213
Less: Depreciation & Amortization (8,484) (8,592) (9,149) (9,602) (9,353)
87,705 91,159 94,878 98,657 99,860
Divided By:
Total Cperating Revenues 99,732 106,068 108,176 113,446 114,354
Less: Amortization of Deferred Revenue (2,118) (2,129) (2,132) (2,132) (1,567)
97,614 103,939 106,044 111,314 112,787
Operating Ratio 89.85% 87.70% 89.47% 88.63% 88.54%
Debt Service Coverage Ratio
2009 2010 2011 2012 201
Total Excess of Revenues over Expenses 17,544 3,457 (3,030) 7,321 12,283
Plus: Interest & amortization 3,846 3,915 3,606 4,398 5,174
Depreciation 8,484 8,592 9,149 9,141 9,022
Net Proceeds from Entrance Fees 277 49 15 - -
Less: Amortization of Deferred Revenue (2,118) (2,129) (2,132) (2,132) (1,567)
28,033 13,884 7,608 18,728 24912
Divided By:
Annual Debt Service 4,157 3,899 5,284 9,321 9,701
Debt Service Coverage Ratio 6.74 3.56 1.44 2.01 2,57
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CONTINUING CARE RETIREMENT COMMUNITY DISCLOSURE WORKSHEET Statement 4
FINANCIAL RATIO FORMULAS (in thousands)

ESKATON
Days Cash On Hand Ratio
2009 2010 2011 2012 2013
Cash & Cash Equivalents 14,506 16,409 16,819 7,703 10,055
Investments 38,194 42,631 42,116 46,179 49,717
Unresiricted Cash & Investments 52,700 59,040 58,935 53,882 59,772
Divided By:
Operating Expenses 96,189 99,751 104,027 108,259 109,213
Less: Depreciation & Amortization (8,484) (8,592) (9,149) (9,602) (9,353)
87,705 91,159 94,878 98,657 99,860
Divided By: 365 365 365 366 365
Operating Expenses per Day 240.29 249.75 259.94 269.55 273.58
Days Cash On Hand Ratio 219 236 227 200 218
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Statement 4
Disclosure Worksheet Attachment
Additional Secured Debt

CONTINUING CARE RETIREMENT COMMUNITY DISCLOSURE WORKSHEET
DESCRIPTION OF SECURED DEBT AS OF MOST RECENT FISCAL YEAR END

OUTSTANDING  INTEREST DATE OF DATE OF AMORTIZATION

LENDER BALANCE RATE ORIGINATION MATURITY PERIOD
Wells Fargo Bank 2,845,000 4.75% Oct-08 2021 25 years
Red Mortgage Capital, LLC 8,812,000 2.45% Nov-12 2047 35 years
Bank of America 11,270,0C0 Variable Dec-13 2016 24 years
Five Star Bank 5,314,000 Variable Mar-11 2017 20 years
Total 28,241,000
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Eskaton
Statement 4 Supporting Caiculations

Consolidated $000's

Net patient revenues

Net resident revenues

Less amort of entrance fees

Other

Income from ongoing operations
Total expenses

Less depreciation and amortization
Less Interest

Operating expenses

Net income from operations
interest expense

Non Operating Income

NI before entrance fees, depr and amort

35

2011 2012 2013
44655 48,899 47,991
53,975 55,630 58402
(2132)  (21132)  (1,567)

9546 8917 7,961

106,044 111,314 112,787

104,027 108,259 109213
(9.149)  (9,602)  (9,353)
(3,608)  (3,937)  (4,843)
91,272 94,720 95,017
14,772 16,594 17,770
(3,608) (3,937)  (4,843)
(7179) 2134 7442

3,987 14791 20,069



ESKATON
ESKATON VILLAGE - CARMICHAEL
ATTACHMENT TO DISCLOSURE WORKSHEET

Page 1: RESIDENT REPRESENTATIVE ON THE BOARD: The Eskaton
Village Carmichael Resident Council (EVC Resident Council) elects a
representative to the Eskaton Board of Directors (CCRC Representative) to
serve a two year term. The CCRC Representative attends the four quarterly
board meetings of Eskaton, including the full agenda of the annual Eskaton
Board Retreat. The CCRC Representative is excluded only from executive
sessions of the Eskaton Board. The CCRC Representative reports Eskaton
Board actions and discussions back to the EVC Resident Council.
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